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Russia's budget 

A scramble to 
plug the gaps 


Page 2 



Global warming 

Coal fires the 
climate debate 

Page 8 




Repos and Si 


-Vorid Business Newspaper http://wmv.FT.com 


bow to spend ft 


WORLD MEWS 

Dublin in offer 
over Ulster 
‘right to decide’ 
amendment 

The Irish government is prepared 
to enshrine in the republic's con- 
stitution the right of the majority 
of Northern Ireland’s people to 
determine their future. Page 14 
Peace talks, Page 10 

New Mobutu probe urged 

Switzerland wants h anks to re- 
examine accounts after the gov- 
ernment of Congo, formerly 
Zaire, suggested larger sinus may 
have been deposited by the late 
President Mobutu Sese Seiko than 
first thought Page 8 

Disagreement over Iran 

Disagreements between Europe 
and the US over how to handle 
Iran are seen by the Clinton 
administration as the thorniest of 
the issues to be touched on at the 
US-EU summit in Washington. 
Page ft Editorial Comment 
Page 13 

Nazi gold inquiry widens 

The inquiry into looted Nazi gold 
will be widened to cover other 
assets which, in the case of sto- 
len artworks, is likely to embar- 
rass Russia, the Vatican and 
France. Page 2 

UK warned on beef blockades 

Brussels will take legal action 
against the UK if farmers’ beef 
blockades continue to damage 
cross-border trade. EU transport 
commissioner Neil Kinnock said. 
Page 10 

Hopes over dhnatB deal 1 

Negotiators at the climate chahge j 
talks in Kyoto are optimistic a 1 
deal will be finalised by minis- 
ters, despite a European attack 
on Japan’s performance as host 
to the 160-nation talks. Page 8 

Car compe ti tion fear 

Competition in Europe’s car mar- 
ket is set to intensify if embattled 
Asian manufacturers redirect to 
Europe output intended for 
domestic buyers. Page 3 

French recovery gathers paco 

The French economy could grow 
2J5 per cent this year, said econ- 
omy minister Dominique Strauss- 
Khan. Page 2 

Second Indian poll 

India’s 600m voters win go to the 
polls for the second time in two 
years after the decision by presi- 
dent KJRL Narayanan to dissolve 
the country’s fragmented parlia- 
ment Page 14 

Air safely proposals 

US authorities have proposed 
safety measures they say could 
eliminate the possibility of fuel 
tank explosions such as the one 
suspected of having destroyed 
TWA Flight 800. 

Page 6 


Where will Die 
markets end? 

Starts tomorrow -. 
in the Weekend FT 


The Marco Pierre White 
and Granada merger: 
who’s taking orders now? 


BUSINESS MEWS 

DMG to reduce 
equity offices 
in Thailand, 
India and Korea 


Deutsche Morgan Grenfell will 

today become the latest invest- 
ment bank to cut back in Asia 
with plans to retrench on equi- 
ties operations in Thailand, friflfe » 
and Korea. Page 15 
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TOMORROW 


GEC Alsthom 
set for $6bn 
flotation in 
the spring 

Sale will generate resources 
for both parent companies 


Lufthansa of Germany became 
the fifth airline to announce it 
would buy planned new versions 
of the Airbus Industrie A340, but 
the launch of the aircraft is being 
delayed by the UK’s reluctance to 
finance its development Page 3 

Bank of Franco has given a 
frosty reception to finance minis- 
try plans to issue index-linked 

bonds. Page 2 

PthGds, the Paris-based 
advertising agency, upped the 
stakes in its feud with True 
North of the US by launching a 
partial takeover bid which values 
the company at just over $7UGm. 
Page 15 

Long-Term Credit Bank of 

Japan took the unprecedented 
step of revealing detailed esti- 
mates of its exposure to the Japa- 
nese stock market Page 15; 
Honesty policy, Page 16 

Kodak of the US is considering 
an anti-dumping suit a gains t its 
competitor Fuji of Japan if a 
World Trade Organisation com- 
mittee fails to call on Japan to 
reform its domestic distribution 
and pricing practices. Page 3 

Rrwtara, the financial 
information group, ended its 
search for a means of returning 
excess capital to shareholders by 
announcing a capital restructur- 
ing tbatwill allow it to distribute 
$2.5bn. Page 15; Lex, Page 20 

Russia is on the verge of 
unveiling a fingnrifli package to 
cope with the global turbulence 
that has shaken its fragile mar- 
ket economy. Page 2 

Gazprom, Russia’s gas 
monopoly, plans to raise between 
$9bn and $12hn of debt and 
equity capital before the end of 
the decade. Page 18 ' 

Vaba, the German industrial 
group, announced a restructuring 
of its trading, transport and ser- I 
vices division that will include a 
stock exchange fisting next year , 
for up to 49 per cent of its Stinnes 
subsidiary. Page 18 

, The Canadian military's 
attempts to procure 15 search 
and rescue helicopters from 
Westland- Agusta, the UK-Itahan 
consortium, could be frustrated 
again by the federal cabinet's 
concern about allegations that 
the bidding was unfair. Page 3. 


By Alexander NbsoO and Andrew 
Edgecfiffe-Johnson 
in London and David Owen 
in Paris 

GEC Alsthom, the French /British 
power engineering and transport 
joint venture, is to be launched 
«x stock mar kets next spring in 
an international offering that 
could value the company at $6bn- 
$7bn. 

Under an agreement 
announced yesterday between 
General Electric Company of the 
UK and Alcatel Alsthom of 
France, each will retain 24 per 
cent in what is now a 50/50 ven- 
ture, with the remaining 
52 per cent to be listed on the 
Paris, London and New York 
exchanges as a French 
company. 

The sale will generate 
resources for both parents to 
invest in what they see as key 
businesses - in GEC’s case, 
defence electronics and other 
industrial businesses, and for 
Alcatel, telecommunications and 
defence interests. 

Serge Tchuruk, Alcatel chair- 
man, said he wanted GEO Als- 
thom, which makes the 
high-speed train d grande vitesse, 
to “take its destiny in hand”. In 
the year to March 31, 1997, GEC 
Alsthom, which has headquarters 
in Paris and which employs more 
.than 81,000 people, had net 



4F 




Lord Simpson: new focus 


Serge Tchuruk: reshaping 


Swiss banks hold 
merger discussions 


By Wflfiam Lewis, 

Wffliam Han, Clay Harris 
and Jane Martinson 

Union Bank of. Switzerland and 
Swiss Bank Corporation, two of 
the country's top three banks, 
have held merger talks, people 
dose to both companies said yes- 
terday. 

The talks are thought to have 
centred an three options: a full 
merger, which would create the 
world’s second largest bank with 
assets of nearly $600tm; a merger 
excluding UBS's equity 
operations, which could be sold 
to a third party; and a merger of 
Swiss retail banking interests. 


COMMENT & ANALYSIS 

• IB-Europeaa summit 
Editorial, Pag* 13 

• Toyota makes stately progress 
Asian Company News, Page 16 

• Shanghai on slow path to reform 
Asian Maws, Page 4 

• UK gownmetfs political wok 
P hBto Stephens, Page 12 


A foil merger would lead to 
considerable overlap in domestic 
Swiss banking operations and 
European investment banking 
businesses. It would create the 
world’s largest fund manager and 
private banking operation. 

It was unclear last night how 
far the talks had developed, but 
some people at both banks expec- 
ted an announcement as early as 
today. UBS, whose board is meet- 
ing today in Zurich, and SBC 
declined to comment 
Both banks need to sort out 
marginally profitable retail 
operations in the heavily 

Continued on Page 14 



TECHNOLOGY 

• Secrets ef ll» consumer 
Management, Page 21 

• Gas powered efectricfif 
Editorial, Page 13 


FINANCE 

• Telecoms safe to Puerto Rico 
American News, Page 8 

• Hens chief sate rat strategy 
European Company News, Page 18 


General USses Rosales del Toro, 
Cuba’s new sugar minister Page 22 

• Turkey tries to taefcte iofiatfoo 
European News, Page 3 


EMERGING MARKETS 

• Cuba's sugar coontissar 
Commodifies, Page 24 

• Czacb market weathers storm 
World Stock Martels, Page 34 

• tfigb&gtite at a glance 
Global Equity Markets, Page 33 
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income of Ecu244m ($273_28m) on 
sales of Ecu9.44bn. 

Mr Tchuruk described the 
planned sale as the second act in 
a reshaping that would see 
Alcatel refocus on its care tele- 
communications business while 
retaining important interests in 
the defence, transport and energy 
sectors. 

The first decision came nearly 
two months ago, when France’s 
Socialist-led! government 
announced Alcatel's involvement 
in the creation of a national 
defence group centred on Thom- 
son-CSF, the state-controlled elec- 
tronics company. 

For GEC, the offering win be 
the first significant step towards 
meeting a resha ping planned by 
Lord Simpson, managing direc- 
tor, who wants the group to shift 
focus from joint ventures and 
towards businesses with high 
growth prospects, which it can 
control itself. 

Lord Simpson described the 
agreement to launch Alsthom as 
a “perfectly satisfactory out- | 
come”. It was reached after nego- j 
tiations following the announce- 
ment of GEC’s strategy in July. 

GEC’s initial intention to de 
merge Alsthom, distributing 
stock 'to. GEC shareholders, was 
replaced by. the plan to retain 
equal minority stakes when it 

Continued on Page 14 ■ 



Soccer supporters in Marseille wave national flags ahead of a match between Europe and the Best of the 
World proceeding the draw for the World Civ finals to be held in France next year. Breaking with 
tradition, the teams were partly grouped by region rather than performance. Report. Page 14 pkm mm 

South Korea’s IMF deal and 
US bond rally lift markets 


Simon Davies In London 
and John Labate in New York 

World stock markets rebounded 
strongly yesterday, supported by 
confirmation of a S5Shn Interna- 
tional Monetary Fund rescue 
package for South Korea and a 
rally in the US bond market 

The US long bond yield fell 
below 6 per cent yesterday morn- 
ing for the first time since 1996. 
Although afternoon bonds came 
off their morning highs, falling 
interest rates triggered a wave of 
bullish sentiment in the stock 
market By early afternoon the 
blue-chip Dow Jones Industrial 
Index had gained 39.04 points at 
8J771.05. 

“A lot of attention is on the 
bond market today,” said Hugh 
Johnson, chief investment officer 
at First Albany. 

By midday the long bond bad 
lost some of its gains, with the 
yield at 6409 per cent But many 
analysts expect the market to 
make another attempt at lower 
yields today following the release 


of the monthly employment 
report for November. 

World markets had got off to a 
good start following the 
announcement on Wednesday of 
the world's largest IMF rescue 
package for Korea. The Korean 
index advanced 7 per cent 

Stock markets recovered 
throughout much of east Asia. 
Hong Kong’s Hang Seng Index 
was 267.36 points higher at 
11.474J4. And there were signs 
that investors' risk appetite was 
returning, as yields in the bat- 
tered emerging bond markets 
showed significant declines. 

However, analysts warned of 
potential volatility, given the 
political impediments to imple- 
mentation of Korea's IMF pack- 
age. The country is holding presi- 
dential elections and the new 
president will not be in place 
until February. 

Mark Cliffs, chief international 
economist at HSBC Markets, 
said: “The markets have been 
gloomy for so long that they were 
due a bounce. But I don't think 


CITIL 


this is a turning point We have 
the non-farm payroll numbers 
from the US and a Japanese eco- 
nomic package yet to came.” 

Markets rallie d in most of 
Europe, and the FTSE Eurotop 
100 index climbed just over 1 per 
cent The UK was one of the 
strongest performers. The FTSE 
100 index surged 111.6 points to 
5.082.3 yesterday, encouraged by 
the announcement of share buy- 
backs from Reuters and GEC. 

There was reassuring news 
from the Confederation of British 
Industry which reported weaker 
than expected retail sales data. 
Investors were also relieved that 
the UK central banks’ monetary 
policy committee did not raise 
interest rates. The gilts market 
benefited, with the March futures 
contract gaining V* to 120&. 

But Richard Kersley, chief 
European equity strategist at 
BZW, warned that the volatility 
iu east Asia could still affect mar- 
ket sentiment. 

S Korea markets soar. Page 4 


ctticorpo* 


Our customers 
are very fond of Tee Breaks. 


jttHSMr*: • 


Monday. 15.45 hm Goff coma. 

(Here's why they can afford to take them.) 

When it comes to choosing critical technology u> grow your operations, 
you could either get. stuck in a bunker or drive straight down the green. 

146 customers In 43 countries around the world, relate CITIL software to sunlight 
on a well-manicured golf course. A teefine of peace of mind . 

With oar rich experience in Banking and Financial Systems, we ensure yon eet 
the right sedation for every situation. Solutions that a re customized to best suit y our 
specific needs. 1 1 support centres worldwide play the unobtrusive role of caddy 
and ensure you get prompt assistance when you need 1 l 
D iscover the pleasure of working with a company that has been rated among i 


(SEI-CMM Level 4). With a sharp focus on banking and financial software. 
■And rich experience in off-shore execution of large and complex projects 
in leading edge technologies. 

So leave yonr banking aDtomation needs to us. 

And take time off to chase that elusive hole-in-one. 

CfTJL Products 

•IHcroBanta'IniBgiattoCteporalB Banking Solution •FfeiMre-FfetaHBanfctogSoUion 
•Uootylbkar- Treasury Management System 

• Customer Access System (CAS) - Remote Banking System 
•HexCoto-teriQfflW^Banttng Software •FundsPom -Mutual Funds Solution 

Ct7K Services 

•OsnteolEwefefice tor Data Warehousing •fntenutfSototjan 

• Process mriQuafityManagemert Solute • Custom SoWtaw 

CITIL 

Citicorp information Technology industries Ltd. 

International Marketing Group 

SDF1, Unit 10-11, SEEPZ, Andheri (East), Mumbai-400 096. India. 

Tel : 91-22-8389995 Fax : 91-22-8389767. E-mail : ImgbomOgiBSbmOl.vsnl.nst.in 


International 4-10 Europe 2,3 Management 21 Arts 11 Letters 12 Companies 16-20 Currencies 23 Bonds 22 World Equities 28-34 


/ 






FINaNCIALTIMQES FRIDAY DECEMBER 5 1997 


NEWS: EUROPE 


Bank of France attacks bonds plan 


By Robert Graham in Porta 
and Edward Luca m London 

The Bank of France 
gbren a frosty reception to 
plana by the Finance Minis- 
try to issue index-linked 
bonds - the first in continen- 
tal Europe. 

Jean-Claude Trichet, gov- 
ernor of the Bank of France, 
attacked the suggestion, say- 
“the Bank of France will 
study this idea very closely". 

He said "the rule in 
France fs non-indexation" 
and indicated that the bank 
had asked the Finance Min- 
istry to rethink the prop osal. 
The bank is. likely to prove 

German 

growth 

shows 

imbalance 

By Peter Norman in Bonn 


difficult to win over, but the 
matter will have to be 
resolved quickly to defuse 
the political fall-out from 
such a public difference of 
opinion. 

The Bank of France appar- 
ently had no prior notice of 
finance minister Dominique 
Strauss-Khan's plan, aimed 
at reducing the burden of 
servicing the country’s debt, 
which will cost FFr232bn 
($39.3bn) this year. The issue 
of bonds is strictly a Trea- 
sury matter but it would be 
courteous to inform the 
bank - especially as it is 
responsible for monetary 
policy to fight inflation. 


Ranee would be the first 
country in continental 
Europe to issue index-linked 
bonds if it went ahead as 
planned with the launch in 
the first half of 1998., 

The bonds, which pay a 
coupon linked to the rate of 
inflation, are considered to 
be a strong statement of con- 
fidence in the government’s 
ability to control long-term 
inflation. 

“What France is saying is 
that it is confident inflation 
wifl remain low after it joins 
European monetary union in 
January 1999," said Mark 
Cllffe, chief economist at 
HSBC Markets in London. 


Unlike investors in con- 
ventional bonds, which fluc- 
tuate with short-term inter- 
est rates, investors in . 
inflation-linked bonds are 
assured of a real as opposed 
to a nominal rate of return 
on their holdings. The gov- 
ernment in tom, hopes to 
lower its cost of funding by 
ensuring that inflation 
remains low. 

Analysts, however, say the 
move Is also designed to bol- 
ster France's competitive 
position against Germany in 
advance of monetary union. 
France has recently intro- 
duced a number of Initia- 
tives in Its government bond 


market in the hope of per- 
suading investors to choose 
the French government bond 
as the European benchmark 
in euxo-denominated bond 
trading after 1999. 

Other initiatives include 
France's announcement last 
year that it would redenomi- 
nate all government debt 
into euros in January 1999. 
Germany and others have 
since followed suit 

"The decision to launch 
index-linked bonds la the lat- 
est move by France to stay 
ahead of Germany," said 
Graham McDevitt, bond ana- 
lyst at Paribas Capital Mar- 
kets in London. "It is 


designed to give investors 
more choice and flexibility 
in the French government 
bond market 

Of the other leading mar- 
kets , only the US and the UK 
issue index-linked bonds 
although the US only intro- 
duced the instruments last, 
year. 

In the UK, where about IS 
pa cent of government debt 
is index-linked, the .bonds 
are a popular Instrument 
with pension funds and life 
insurance companies. Invest- 
ing in the bonds enables the 
funds to match long-term 
assets with their long-term 
liwbtHtioa. 


French economic recovery gathers pace 


By Robert Graham in Paris 

The French economy could 
grow 2J> per cent this year, 
Dominique Strauss- Khan, 
economy minister, said yes- 
terday. 

This' means that France 
and Germany, the two key 
partners in Europe’s single 
currency project, are almost 
at exactly the same stage of 
the economic cycle. 


France's economy grew at 
0.9 per cent in the third 
quarter after Ll per coot in 
the previous quarter. 

Mr Strauss-Kban’s forecast 
compares with the govem- 


firm the minister's view. But 
they warn that while domes- 
tic demand will continue to 
improve next year, exports 
will he less dynamic. The 
third quarter figures already 


ment’s official projection of reveal a slowing in the rate 


Germany's economy grew partners in Europe’s single 
steadily in the third quarter, currency project, are almost 
But the recovery remained at exactly the «»n«i stage oJ 
imbalanced with strong the economic cycle. 

exports and rising productiv- 

ity giving a boost to business 

Investment, while unemploy- 4 - ^ 

ment grew and workers* I I II | I | 

incomes and consumption V'V-/ X. i.11 

stagnated. m ^ 

For a second quarter, X ^ t J /A 

gross domestic product III [ | / 1 r-“ 

increased by a real, seasonal I'V-/ J- XV-*- V/ 
and calendar adjusted 1 per 
cent compared with the pre- MOSCOW needs 
vious three months, the fed- , . . 

eral statistics office reported. Dig 103 .HS tO 
Gilmer Rexrodt. the eco- _] 110 . : fc 
□omics minister, said yester- pidg ilo llU.tllJ.tJCo 
day's data provided the first ariH chorP lin 
signs that Germany’s boom- , , * 

ing exports were beginning ttlC rOlIDiC, 
to strengthen the domestic 
demand needed to cut unem- rCpUIl 

SSKSAJTS ^edami 

year would be around 23 per .In hn Thor nhill 


2J 2 per cent In recent weeks 
Mr Strauss-Khan has consis- 
tently said the economy is 
recovering more robustly 
than predicted. 

Private economists con- 


of increase in exports to 2.4 
per cent from 5.3 per cart in 
the second quarter. This 
trend, combined with the 
impact of financial turmoil 
in Asia, is leading several 


economists to question, the 
1998 official forecast of 3 pa 
cent At least one is down- 
grading projections to 2.7 per 
cent. 

Until this last quarter the 
recovery has been strongly 
export-led. But there is now 
solid evidence of underlying 
domestic demand. House- 
hold consumption increased 
1.1 per ceDt in the third 
quarter when it was stag- 


Storm tactics as Russia tries 
to ride out the economic gale 


Russia:^/ ups and downs of market economics 


ployment. The figures 
suggested that growth this 
year would be around 2J> pa 
cent as forecast by the gov- 
ernment in January. 

GDP advanced by a real 
2.4 per cent in the third 
quarter compared with the 
same 1996 period after year- 
on-year growth of 3 per cent 
in the second quarter. The 
growth slowdown was more 
apparent than real, however 
the number of working days 
in the third quarter was 
about the same as in the 
equivalent 1996 period, 
whereas there were two 
extra working days in this 
year's second quarter com- 
pared with April to June last 
year. 

Yesterday’s third quarter 
figures highlighted the 
uneven nature of Germany’s 
recovery. Exports of goods 
and services were 13.3 per 
cent up on the year before 
while Imports were only 8.1 
per cent higher. Investment 
in plant and equipment grew 
by 5.2 per cent - the fastest 
rate of growth since 1992. 

But spending on construc- 
tion fell 4.8 per cent com- 
pared with the 1996 third 
quarter. Public sector con- 
sumption grew minimally by 
0.4 per cent and private con- 
sumption fell 03 per cent 
Imbalances were also clear 
in the income statistics. Ger- 
mans saved only 83 per cent 
of disposable income in the 
quarter, down from 93 per 
cent the year before. Gross 
income from employment. | 
accounting for 67 pa cent of 
national Income, fell 0.3 per 
cent compared with the 
third 1996 quarter while 
income from business activ- 
ity and assets rose 13 per 
cent. 

Total employment fell 
61.000 from the second quar- 
ter and was 461,000 below 
the 1996 third quarter. Pro- 
ductivity. therefore, 
increased by 3.7 per cent 
compared with 12 months 
before, triggering a 2.4 pa 
cent fall in unit labour costs 
- the sharpest fall since Ger- 
man unification. 
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W hen Soviet manag- 
ers wanted to fulfil 
their plans on time 
they would often resort to 
shturmovshchina - or storm 
work. A looming deadline 
would spark lackadaisical 
workers into a frenzy as 
they rushed to build that 
bridge or produce that extra 
tonne of nickel. 

Such practices may have 
made the rickety Soviet com- 
mand system tick ova but 
they are hardly a way to run 
a modem economy. And yet 
Russian public finances 
appear to be run on precisely 
this principle. 

In the past few days the 
Russian government has 
been in “storming" mode, 
desperately trying to plug a 
hole in its finances and pay 
off its Rbsl02QQbn tfl.TCbn) 
wage arrears to federal 
workers by the end of the 
year as President Boris Yelt- 
sin has promised. 

The challenge has been 
complicated by repeated 
clashes with parliament and 
the recent turmoil in the 
world’s financial markets. 
The communist-dominated 
lower house of parliament 
has been frustrating the pas- 
sage of the 1998 budget, 
which the government 
argues is essential to put 
finances on a sounder foot- 
ing. Ministers have had to 
spend their time cajoling 
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ting off access to cheap 
international capital and 
pushing up the cost of 
domestic debt. 

The government fears 
there could be a further 
swirl in this vicious circle. 
Foreign money is already 
flooding out of the domestic 
debt market, pushing up 
interest rates and pulling 
down the rouble. That insta- 
bility has already prompted 
ordinary Russians to buy 
dollars, threatening a possi- 
ble devaluation of the rouble 
next year. 
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mentis credibility would be 
shattered and Russia’s hard- 
won stabilisation pro- 
gramme would be set back 
months, if not years. 

Because that prospect is so 
bleak, the chances of avoid- 
ing It may be correspond- 
ingly high. Russian officials 
have already visited Wash- 
ington to sound out IMF and 
World Bank officials about 
accelerating disbursement of 
big loans. This week, the 
Russian government 
approached a group of for- 
eign commercial banks in 


‘Although it seems improbable. 


unruly MPs rather than the government has demonstrated 


addressing their mounting 
financial concerns. 

After months of fighting, 
the parliament is still at log- 
gerheads with the govern- 
ment. 

The communist party, 
which dominates parlia- 
ment, said yesterday it 
would vote against the first 
reading of the budget today. 

But even if the Kremlin 
does push through the bud- 
get in short order, its woes 
will hardly be ova. The gov- 
ernment’s poor record of tax 
collection this year has 
meant it is still unhealthily 
dependent on both domestic 
and foreign borrowing. That 
has left Moscow vulnerable 
to the Asian contagion, 
which has badly infected 
Russia by temporarily cut- 


an amazing capacity to 
solve insoluble problems’ 


cemed," said Dirk Damrau, 
head of research at Renais- 
sance Capital, a Moscow- 
based investment bank. “But 
there is still the risk of a 
mistimed domestic run on 
the currency " • 

Economists predict the 
recent rise in interest rates 
will steady the rouble in the 
short run but argue this pol- 
icy will become self-defeat- 
ing after a certain point ING 
Barings calculates that 
every percentage point 
increase in interest rates 
adds $640 in to the govern- 
ment's domestic borrowings 
costs over the year. High 
real interest rates will also 
choke off economic growth, 
further reducing the govern- 
ment’s revenue next year. 

Given these pressures on 


The central bank's gold 
and foreign exchange 
reserves have been rapidly 
running down. Sergei Dubi- 
nin, the central bank gover- 
nor, revealed this week 
International reserves had 
fallen to about $l8bn, imply- 
ing the bank has spent more 
than $3bn in defence of the 
rouble in the past two 
weeks. 

Any devaluation of the 
rouble would bankrupt 
much of Russia's fragile 
banking sector and turn the 
redenomination of the rou- 
ble. planned for January 1, 
into a rout. The govern- 


M os cow to arrange up to 
$2bn in emergency flnanc- 

ing_ 

In an effort to restore calm 
on the financial markets, the 
central bank has raised the 
refinancing rate from 21 per 
cent to 28 per cent and 
announced a more flexible 
trading regime for the rou- 
ble. Mr Dubinin said be was 
prepared to raise interest 
rates further to defend the 
rouble and would let the 
government debt market rise 
to its equilibrium leveL 

"I am confident we are at 
the turning point as far as 
foreign investors are con- 


in a more systematic way 
next yea. 

But for the moment, he 
thinks the government’s 
"storming” should enable it 
to pay off wage arrears by 
January I. "Although it does 
seem improbable, the gov- 
ernment has recently dem- 
onstrated an amazing capac- 
ity to solve insoluble 
problems. So I would not 
rule out that the government 
will fulfil this latest prom- 
ise." he said. 


Nazi gold inquiry to target stolen art 


By David Buchan and 

WBOam Hall in London 

The international inquiry 
into looted Nazi gold is to be 
broadened to cover other 
assets which, to the case of 
stolen artworks, is likely to 


nations at the London con- 
ference to complete their 

investigations into the ori- 
gins and late of Nazi loot by 

the end of 1999. 

The most concrete 
achievement of the confer- 
ence was the setting up of a 


website to exchange infor- 
mation on Nazi booty- Robin 
Cook, the UK foreign secre- 
tary. who hosted the confer- 
ence, claimed it marked a 
change "in the international 
community’s effort to locate 
the truth about this dark 


the London conference pro- 
vided it did not centre on the 
issue of stolen art, and from 
the Vatican, which only par-; 
ticipated in London as ah 
observer and refuses to open 
its wartime archives. 
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want in the second. Invest- 
ment showed signs of pick- 
ing up. After being negative 
to the tune of L9 pa cent in 
the first quarter, and then 
growing 0.4 pa cent in the 
next, in the third period it 
was up L9 per cent.. 

Reinforcing the picture of 
a recovery in domestic 
demand was a rise in 
Imports by 3.7 pa cent in 
the quarter. 

Moscow 
to unveil 
financial 
package 

By Chqstta Freeland 
in Moscow 

The Russian government is 
on the verge of unveiling & 
financial package to cope, 
with the global turbulence 
which has Russia’s 

fragile market economy, 
Victor Chernomyrdin, the 
Russian prime minister, 
said yesterday. 

In a further effort to reas- 
sure anxious investors, the 
premier insisted that the 
Russian government was in 
toll control of the economic 
situation. 

"Today we completely 
control the situation," Mr 
Chernomyrdin said. "The 
basic financial strategy for 
the near term. . . is almost 
ready. We do not need mas- 
sive financial support, such 
as that which was green to 
South Korea.” 

In jittery markets, official 
assurances that the situa- 
tion is “under control" often 
have the opposite effect. 
However, yesterday the 
prime minister’s pledge 
coincided with a 6 pa cent 
.rise tn share prices, while 
yields on the treasury MB 
market, which rose to 41 pa . 
.cent earlier tn the week, 
dropped sharply. 

Analysts attributed the 
tentative improvement to 
the central bank’s recent 
decision to raise interest 
rates and its assurance that 
it would help Russia’s big- 
gest hanks to weather the 
international economic 
storm. 

“I fed cautiously optimis- 
tic," said Par Melistrom, 
head of research at Bruns- 
wick Brokerage, a Moscow- 
based investment bank. 

The ministry or finance 
sought to offer longer-term 
- assurances of Russia’s sol- 


the budget, Andrei lllan-’Vvency by telling investors 
Ionov, director of the Insti- . yesterday that it was not 
tute of Economic Analysis.- 'rttefiig expensive, rouble-de- 
an independent thtov tank j amtente d bonds to finance 
argues the goveitijjwr^^wg.V!®e budget deficit Investors 
have no cboice but to; tadsuT. . have worried that high 
its runaway public* Mihcbs interest rates on the domes- 


tic market could break Rus- 
sia’s budget next yea. 

Bella Zlatkis, head of the 
securities and financial ma- 
kets department at the min- 
istry of finance, said the 
government was only using 
the domestic bonds it was 
selling now to retire old 
debt She said the govern- 
ment would again begin fin- 
ancing its budget deficit an 
the domestic band market 
only after rates dropped to 
20 pa cent 


member of tfap US team 
author of The Lost Museum. 
a recent book about unre- 
claimed Jewish art in 
French museums, said m y» 
third of France’s privately 
held artworks changed 
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Stuart Eizenstat, the US 
under-secretary of state, yes- 
terday announced at the end 
of the three-day Nazi gold 
conference in London that a 
follow-up conference into the 
fate or these other assets 
would be held in Washing- 
ton within six months. 

At the same time Mr 
Eizenstat called on the 41 


the US. UK Austria. Greece, 
Luxembourg. Croatia. Brazil, 
Argentina and Poland have 
pledged contributions. The 
core of the fund is likely to 
come from the remaining 53 
tonnes of gold still to be dis- 
tributed by the Tripartite 
Gold Commission. 

The conference also agreed 
to set up an international 


Czech and Polish govern- 
ments said they would open 
their archives, as did 
Degussa. the German pre- 
cious metals company which 
was the Third Reich's main 
gold smelter. 

Widening the investiga- 
tions will, however, meet 
further resistance from Rus- 
sia, which only took part in 


Nazi loot, to be held at the- Centre bad yet to identify 
new US Holocaust Museum the real owners of some 2,000 


in Washington. Based on 
work with the Allianz insur- 
ance company. Professor 
Gerald Feldman of Berkeley 
told delegates how Jews 
were robbed of the proceeds 
and benefits of insurance 
policies. 

Mr Hector Feliciano. 8 


paintings. 

US museums held numer- 
ous paintings probably sto- 
len from Jews during the 
war, Mr Feliciano claimed, 
while the Russians took as 
many as 5,000 artworks from 
Germany at the mn of the 
war. 


Sweden's leading opposition parties yesterday urged the 
government to abandon its wait-and-see approach to 
European economic and monetary u n i on , warning that 
Hie cdtintry risked isolation by refusing to embrace the 
mri gte' currency. 

The Moderate and Liberal parties, which could form a 
waiwm to challenge the ruling Sodal Democrats after 
next September's general election, said Sweden should 
join Britain in makiiv a positive statement over future 
participation in the euro. 

CarlB. Hamilton - chief economics spokesman for the 
centre-right liberal party, added that Sweden should 
become a founder member of tire single currency in 1999. 

The Moderate iiarty. led by Carl Bildt, has called for a 
referendum in .1999 an the single currency and has vowed 
to f f i T"pgig n in favour of Sweden's membership. 

But Erik Asbrink. financR minister, told parliament yes- 
today that there was Utile public support for Sweden 
Winning a founder member of the single currency. 

He Indicated that the government would not decide on 

Swedish participation in the euro before the b eginnin g of 
1999. presenting a bill on Sweden and Emu, he empha- 
sised that the country would keep the door open for a 
later entry - but only if the policy was endorsed in an 
election or referendum. Tim Burt, Stockholm 

■ GERMANY’S SPD 

Schroder plea for flexibility 

Gerhard Schr&da, the German Social Democrat contem- 
plating a possible run as chancellor next September, 
sought yesterday to emulate the success of Tony Blair 
with a speech to Ids party's conference that clearly ech- 
oed many thomcnc adopted by the UK prime minister. 

The em phasis by Mr Schr&der - premia of the state of 
Lowar Saxony - on self-achievement, job creation 
through labour market flexibility, and a restricted state, 
contrasted sharply with the passi onate leftwing agenda 
set nut by Oskar Lafontatoe, SPD chairman and the other 
possible chancellor-candidate. 

Warning of the need for the party to rally around a 
vote-winning agenda ahead of next year’s federal elec- 
tions, Mr SchrOder insisted; "If we don't make it this time, 
then we ourselves will be to blame". The SPD chooses its 
fhim cflllnr candidate after state elections in Lower Sax- 
ony next March, which will give an important indicator of 
public support for Mr Schroder. 

But Mr SchrOder faced public criticism from the party’s 
left wing, which urged support for a shorter working 
week. Hi g hli g hting the particular problems of red-tape In 
Germany, Mr SchrOder claimed 95 pa cent of specialist 
tax literature published worldwide was in the German 
language. Ralph Atkins. Hammer 

■ DANISH CONTROVERSY 

Immigr ation rules tightened 

Denmark’s Social Democratic Party-dominated minority 
government, worried by a surge in support for the right- 
wing populist Danish People's party, yesterday 
anno unced measures that will make the country less 
attractive to immigrants. 

Refugees and immigrants who cannot support them- 
selves will be made to attend classes in Danish and Dan- 
ish social conditions. If they fail to attend, their social 
securify will be cut 

New restrictions will be placed on the right to bring 
iamify members to join immig rant families, who will lose ' 
tiie right to bring their parents to the country for perma- 
nent residence. Immigrants convicted of serious crimes 
wfll be thrown out of the country, 
f A strident campaign by the Danish People's party, led 
by Pia Kjaersgaard, a former hospital cleaner, critical of 
immigration and roles which allow refugees and immi- 
grants to live for long periods on social security has sent 
the opinion poll ratings for the party as high as 15 pa 
cent. This has caused panic among the remaining parties, 
which face a general election at any time between now 
and next September. Hilary Barnes, Copenhagen 

■ ETA’S POLITICAL WING 

Leaders remain defiant 

Spain's Supreme Court told the leaders of the Basque Eta 
guerrillas' political wing yesterday that they would he 
jailed Within 24 hours to begin serving seven-yea prison 
sentences. 

Bat in defiftnee of the judges' order, some of the radical 
politicians convicted earlier this week of collaborating 
with the separatists said they would not voluntarily turn 
themselves to. 

The leaders of Herri Batasuna, a legal radical national- 
ist party which holds considerable sway with Basque vot- 
ers, also refused to pay the 500.000 peseta ($3300) fine the 
court imposed on Monday when it handed down the 
guilty verdict 

Judges yesterday ordered the defendants to report j 
today to the jail nearest their homes after denying then- 
request to remain free on bail while launching an appeal 
before the constitutional court officials said. 

“We're not going to pack our suitcases and go directly 
to jail," said Joseba Alvarez, a member of Henri Batasun- 
a’s executive committee. There was concern that impris- 
onment of the politicians could provoke further retalia- 
tion by.Eta. - Reuters. Bilbao 

■ TURKISH HUMAN RIGHTS 

New directives for police 

The Turkish government yesterday issued a set of direc- 
tives intended to improve the handling of suspects by 
police. The announcement came just a week before the 
European Union is to decide whether to invite Turkey to 
a conference b r ingi n g together candidates for possible EU 
membership. 

Turkey's poor human rights record is one of the major 
obstacles cited by EU members opposed to Turkey’s par- 
ticipation. 

The new directives order police to be meticulous about 
custody records and to implement regulations already in 
force, such as mandatory medical examinations of sus- 
pects before and after interrogation. It also orders gover- 
nors and local representatives of the Ankara government 
to cany out frequent surprise visits to police stations to 
make sure such rules are being followed. AP. Ankara 

■ SWEDISH INVESTIGATION 

Inquiry into Fan-bank ends 

Swedishauthoritiee have ended a yea-long Investigation 
mto Fairbanks a high-risk currency trading scheme which 
cost ethnic Chinese Investors up to SKritoT 
Anna Loia Dahlqvist, the prosecutor who conducted 
the probe for the Serious Economics Crimes Squad has 
told Fairbank’s customers; "There was no indication of 

“ft i° S "f dish law ” She said material col- 

lected had been turned ova to Britain’s Serious Fraud 
Office, which had helped to investigate nEEKS? 
other companies run by Dannis Cheung, a 39-year-old UK 
businessman. After Fairbanks activities were exnowi 
last December, Mr Cheung placed the company Stobank 
iqptcy. He was arrested in Hong Kong and brought tnTht' 
UK where he awaits trial on.Charees^ of fraud , 1°“ 

t based currency trading scheme. w»a.aUK- 

1 DoureR Roberts Tien. Stockholm 
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NEWS: EUROPE 


IMF intervenes in 
Ukraine bond deal 


By Chartes Clover and 
Chrystta Freeland In Kiev 

The Inte rnational Monetary 
Fund yesterday scotched a 
deal by Merrill Lynch to 
underwrite a large issue of 
Ukrainian treasury bills, 
which would have bailed the 
government out of a difficult 
financial situation created 
by the turmoil in world 
emerging markets. 

Merrill had been in negoti- 
ations to structure finance 
for the Ukrainian govern- 
ment in local currency 
denominated T-Bills, but the 
IMF objected strongly, forc- 
ing the Ukrainian govern- 
ment to cancel the deal. 
Banking sources say that the 
deal was worth some $450m. 

One of the IMF's possible 
objections may have been 
that the yield of the T-Bills 
was to be indexed to the 
exchange rate of the dollar 
to the local currency, the 
hryvnia, which would have 
guaranteed the lender 
against devaluation but cre- 


ated open ended liability for 
the Ukrainian government. 

Last week the IMF 
released two tranches of & 
stand-by loan worth 5100m, 
which .had been stalled by 
high budget deficits. The 
release of the money was 
seen as a vote of confidence 
in Ukraine’s reform process. 

But Ukraine must borrow 
heavily this month to meet 
its budget Obligations with- 
out printing money despite 
the global financial turmoil, 
which up to a week ago had 
made it practically impossi- 
ble for Ukraine to market its 
debt abroad. Expenditures 
on average in December are 
usually nearly double those 
of any other month and thic 
December looks to be no 
exception, with a heavy debt 
service schedule. 

Nonetheless few foreigners 
would be willing to. buy 
Ukrainian debt without 
hedging the currency risk, 
as Merrill sought to do-.Most 
bankers point out. however, 
they would be more willing 


to lend dollars, as default 
risk is slight by comparison 
to devaluation risk. 

Without sufficient foreign 
capital to fund the bond 
market, Ukraine would face 
pressure on its currency, 
which has been stable for 
nearly three years but last 
month wobbled dangerously, 
dipping below its 1.7-1.9 
hryvnias to the dollar band 
on several exchanges. 

In an effort to revive 
Kiev’s treasury bills and 
shore up the hryvnia, Victor 
Yushchenko, chairman of 
the national bank, said last 
week Kiev had introduced 
high yielding, very short 
term government bonds. 

"We understand that 
alongside Ukraine there are 
other markets which will try 
to do their best to attract 
capital, 1 * Mr Yushchenko 
said, arguing the Ukrainian 
government believed it had 
to offer yields attractive 
enough to compete with 
struggling emerging markets 
world-wide. 


Romania knocks 
on EU entry door 


By Anatol Ltoven 
in Buc ha rest 

The Romanian government 
is making a last-ditch 
attempt far inclusion among 
countries negotiating to join 
the European Union, even 
though it realises that early 
membership is unlikely. Hie 
final decision will be made 
at an EU s ummi t next week 
in Luxembourg. 

Romanian ministers see 
membership as a vital 
national interest and recent 
difficulties in the country’s 
reform process may have 
increased their hunger for a 
foreign policy victory. 

Adrian Sevarin. the Roma- 
nian foreign minister, still 
hopes EU governments will 
change their min ds on limit- 
ing accession negotiations to 


only five states. “This should 
not be a question of accoun- 
tancy and timescales but of 
political vistan," he said. 

“We need to recognise that 
we are dealing not with a 
process of expansion but re- 
unification.'* he said. “This 
should be an opport un ity for 
a new meeting between 
western and eastern Europe, 
which will give birth to new 
common standards and a 
new architecture. 1 * 

One aspect of Romania’s 
campaign to join both the 
EU and Nato has been an 
attempt to convince the west 
that R omania is . an impor- 
tant force for regional stabil- 
ity. As part of this strategy, 
Romania last week signed a 
trilateral security Initiative 
with Ukraine and Poland. 

The west has praised 


Romania for its regional and 
security role and its military 
reforms. There is a wide- 
spread belief among diplo- 
mats that as long as the eco- 
nomic reform process 
continues, an invitation to 
join Nato is likely when the 
alliance holds its next 
review in 1999. 

However, there is growing 
frustration among western 
diplomats that the Roma- 
nian government’s concern 
with the symbolism of 
starting EU negotiations is 
not matched by adequate 
preparations for the negotia- 
tions themselves. 

The EU is now planning a 
new category - “accession 
partnership’’ - as a consola- 
tion prize for those countries 
not listed for early member- 
ship. 


Turks choke on inflation remedy 

John Barham on why Ankara is ducking the IMF’s shock treatment 


T urkey has suffered 
galloping price infla- 
tion for decades. And 
for weeks, ministers have 
announced and then 
retracted a variety of shock 
plans, gradual programmes 
and price freezes aimed at 
stopping an inflation rate 
that is heading for 100 per 
cent a year. 

Gunes Taner, economy 
minister, started it all last 
month when he returned 
from Washington after an 
abortive attempt to convince 
the International Monetary 
Fund to support a gradual 
three-year assault to cut 
inflation to 3 per cent by the 
end of 2000. Arriving in Ank- 
ara, he said the government 
hail given in to the Fund’s 
demand for an immediate 
attack on inflation: “We 
agreed with the IMF on a 
shock programme agree- 
ment. It is now a matter of 
setting the figures for this 
shock programme" 

The newspaper Milliyet 
pictured Mr Taner on its 
front page showing how the 
plan would work on his per- 
sonal computer. 

He would freeze public 
prices between January and 
May and prevail upon the 
private sector to halve 
planned prices increases. 
Agriculture s upp or t prices 
would be set at the start of 
1998 and not raised during 
the year. Privatisation reve- 
nues of $5bn would boost 
public finances while the 
government reformed the 
deficit-ridden social security 
system and cracked down on 


Turkey; what prfce to beat inflation? 
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rampant tax evasion. 

But the next day, Mesut 
Yilmaz. the prime minister, 
described his minister’s IMF- 
inspired plan as “crazy". He 
had already stated “we do 
not have the necessary polit- 
ical conditions for a one year 
programme." Mr Yilmaz was 
more concerned about pres- 
erving his five-month-old 
coalition, which consists of 
two conservative parties and 
one centre-left party and is 
53 seats short of a majority 
in parliament. 

Doubts about the stability 
of the coalition grew yester- 
day when one member, the 
People's Republican party, 
warned that it would not 
support the government in a 
censure vote next week. Its 


leader, Deniz Baykal, said: 
"The government is finis hed. 
Turkey will have to go to 
early elections next year.” 

In the face of political diffi- 
culties Mr Yilmaz has reaf- 
firmed his previous three- 
year strategy, and has also 
toyed in public with the idea 
of a price freeze. The pro- 
government press loved the 
idpa, describing it as “heav- 
enly". But financial markets 
feared Mr Yilmaz was pre- 
paring for snap elections, 
normally the signal for a 
populist free-for-all. 

Analysts say there is a pol- 
icy struggle between rival 
cabinet factions and senior 
advisers. The politicians are 
either hostile to reform or. 
like the prime minister. 


want a cautious approach. 
The technocrats urge a 
higher-risk programme to 
crush inflation in one year, 
wflich if it works would win 
Mr Yilmaz the next election 
and a place in history as the 
man who stopped inflation. 

With only a few weeks to 
go before the new year, 
when the battle against 
inflation is formally meant 
to begin, the confusion is 
eating into his political capi- 
tal. Mr Yilmaz came to office 
with almost unconditional 
backing from the media, the 
business community and the 
army, which had led the 
campaign to unseat Necmet- 
tin Erbakan as Turkey's first 
Islamist prime minister. Pub- 
lic opinion, shaken by 11 


months of entitle rule by Mr 
Erbakan, might have 
accepted drastic measures 
against inflation. That sup- 
port is less certain now. 

Rahmi Kqc. owner of Kgc 
Holding, Turkey's biggest 
industrial group, said he 
would forgo profits to sup- 
port the government, but 
executives later explained 
that prices would probably 
still have to continue rising. 

Few other countries have 
suffered as much inflation 
and currency depreciation 
for as long as Turkey. Forty 
years ago. it took nine lira, 
the infiatlon-battcrcd Turk- 
ish currency, to buy one US 
dollar. Today the dollar is 
equivalent to almost 200,000 

lira. 

But Gazi Errol. the central 
hank's highly respected gov- 
ernor, warns that “Inflation 
has became the most disrup- 
tive force . in the economy, 
responsible for many of the 
major problems faring Turk- 
ish society. Fighting infla- 
tion cannot belong to a sin- 
gle party's programme. It 
should be the first priority or 
all politicians." 

Big budget deficits piled 
up by decades of spendthrift 
populist governments arc 
the principal cause of Tur- 
key's inflation. The central 
bank's economists estimate 
that If inflation had fallen to 
less than to per cent a year 
from 1970 to 1995. the econ- 
omy could have doubled Its 
growth rate. Annual gross 
domestic product would 
have grown to $3O0bn now 
instead of $185bn. 


European divorce convention agreed 


By Emma Tucker in Brussels 

Divorces granted in 
European Union countries 
will have to be recognised in 
all 15 member states under 
an agreement reached by 
justice and home affairs min- 
isters yesterday. 

A matrimonial convention, 
which has been cm the table 
for four years, seeks to clear 
up the messy legal processes 
that currently surround 
divorces involving more 


than one member state by 
clarifying which country has 
jurisdiction to grant a 
divorce and requiring other 
countries to recognise the 
result 

"This convention is about 
people,” said Elisabeth Gui- 
gou, the French justice min- 
ister, who recalled that too 
many EU decisions were 
concerned with goods and 
services and not about citi- 
zens. 

Under the convention - 


which still has to be signed 
and ratified by the member 
states - couples can ask for 
a divorce in their principal 
country of residence. 

If they are of the same 
nationality, but living 
abroad, they can opt to have 
the case dealt with at home. 

At present the failure of 
member states to recognise 
each other’s laws throws up 
costly problems for mixed 
nationality couples and for 
divorcees from one country 


seeking to remarry in 
another. 

For example, a French 
divorcee who decides to 
remarry a Spaniard in Spain 
has to have the divorce 
judged independently by a 
Spanish court. In future, the 
Spanish authorities will 
hove to recognise the decree 
granted in France. 

It took four years to con- 
clude the convention 
because of the huge diver- 
gence between divorce laws 


in Europe and the fact that 
final agreement had to be 
unanimous. 

In Finland, for example, it 
Is possible to obtain a 
divorce in six months, while 
Ireland has only Just legal- 
ised divorce. 

Southern member states 
had difficulty with the more 
relaxed approach of their 
Nordic partners, while 
Britain’s approach to cus- 
tody is out of step with the 
rest of Europe. 



Everyone has their 
own favourite way to travel 
Some are high-flyers on skateboard, 
while others hop on their next flight overseas. 
Yet some prefer road or rail to get where they’re 
going. Whichever you choose, Bayer is your constant 
travelling companion, with lightweight, energy-saving high- 
tech materials, ergonomic seating upholstery for added comfort 
and paints that are as high in quality as they are good for the envi- 
ronment. So, whether from the economic or ecological angle, Bayer's 
new materials and technologies are already paving the way for mobilizing 
tomorrow's world. If you’d like to know more about what Bayer is 
getting off the ground, write to 
Bayer AG, Corporate Communica- 
tions (CQ, 51368 Leverkusen, Germany, 
fax: +49 (0) 214 840 40 09 or visit 
our web site at http://www.bayer.com 
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ju ries eased on foreign takeover bids □ Won worries may stall inflows of capital □ Opposition attacks ■'national h umiliation 

S Korean markets soar after $57bn IMF-led deal 


By John Bwton in s^ j 

South Korean financial markets 
responded positively to 
the $6Ybn international rescue 
led by the International Mone- 
tary Fund as the govern men t 
aased foreign takeover rules. 

The Seoul bourse staged a 
raort ? per cent rally to 405-81 
points in the heaviest trading 
volume for a single day. 

After the market dosed, the 
government announced it would 
the foreign shareholding 
limit in listed companies on 


December 15 to 50 per cent from 
28 per cent in response to the 
IMF package. It also increased 
the ceiling on individual foreign 
shareholdings in listed compa- 
nies to 60 per cent from 7 per 
cent, which removed a barrier to 
foreign takeovers. 

But the concessions came with 
an important caveat as the gov- 
ernment said it would continue 
to ban hostile foreign takeovers. 
Any takeover would have to be 
approved by the board of the tar- 
get company and the authorities. 

The restriction on hostile take- 


overs gave the first indication 
that the government is still not 
willing to accept foil financial lib- 
eralisation. and raised doubts 
about its implementation of mea- 
sures to open the Korean econ- 
omy to foreign investment under 
the IMF accord. 

Nonetheless, analysts said that 
conglomerates - burdened with 
heavy debts might be willing to 
sell troubled subsidiaries to for- 
eign investors in an effort to 
raise capital. The low prices of 
Korean shares could prove an 
incentive for foreign companies 


to buy Korean assets cheaply. 

Foreign response to the wider 
opening of the stock market will 
be dictated by the strength of the 
Korean currency, the won, in 
coming weeks. Indications that 
the won could weaken further 
might delay capital inflows as 
foreign investors worry about 
potential foreign exchange losses. 

The won yesterday, climbed to 
1,190 to the dollar, although the 
recovery was cut short by fears 
of insolvencies among commer- 
cial and investment banks. 

Seoul said it expected to 


receive its first tranche of $S£bh 
today if the IMF board approves 
the bail-out agreement. The -size 
of the deal increased to $57bn 
yesterday after Italy joined the 
donors and as the UK, Germany 
and France each promised to 
increase their contributions to 
$L25bn from glim. 

While the financial markets, 
were celebrating, public reaction 
was largely negative. Newspapers 
headlines spoke of “national 
humiliation" and the "loss of eco- 
nomic sovereignly*'. . 

Korea's main opposition party. 


seeking to exploit public" unhap- 
piness before the December 18 
presidential election, said it 
would 'proclaim December 3 as 
' “national economic humiliation 
day". It promised to fry. to rene- 
gotiate terms-, of the IMF' deal if 
its candidate, Kim Daejung, won. 
' - Mr Kim, who $ xfr a virtual tie 
..withthe .government candidate, 
said in a k±Mr to ihe Korean 
'President thatlm woirjd carry out 
' the -IMF agreement in principle 
‘ biit would wantio puhsne discus- 
..sions on details if elected. Mr 
83m proposed a-' wage freeze and 


a suspension of sackings for six . 
months if IMF terms lead to 
restructuring and job losses . 

• A table published in the on 
November 25 wrongly defined 
1 ratios for Korean bank lending as 
bad and doubtful 4ebt. The pub- 
lished figures actually rented to 
precautionary and non-perform- 
ing loans under Bank of Korea 
definitions; which also. Includes 
Joans at less serious' risk such as 
credit to companies with gearing 
of more than 4(30 per cent and 
Irenfr on which interest is over- 
due for Tesa ..than six months. 


Taiwan set to Financial turmoil will sort Foreign ears 


benefit from 
Seoul’s travail 


out Asia’s sheep and goats suffer double 


By Laura Tyson in Taipei 

South Korea's financial 
travails may ultimately 
prove a boon for Taiwan, its 
keenest commercial rival 
and one of the few Asian 
countries to escape serious 
harm in the turmoil that has 
swept the region. 

Korea's chaebols (conglom- 
erates) are likely to benefit 
imm e diately from deprecia- 
tion of the currency, the 
won, boosting sales of mem- 
ory chips, computer moni- 
tors, and some steel and pet- 
rochemical products, areas 
where the two countries 
overlap. 

But longer term, Taiwan's 
nimbler companies could 
seize the advantage by con- 
tinuing to Invest while Kor- 
ean competitors languish as 
their cash crunch worsens. 

For Taiwan, stealing a 
march now on South Korea 
Is made sweeter by the 
frostly ties between the two 
since Seoul dumped Taipei 
to set up diplomatic rela- 
tions with Beijing several 
years ago. 

The crisis in Korea will 
be a shock for us in the 
short term but in the long 
term, it should make Taiwan 
companies more competi- 
tive,'' said Daniel Chen, chief 
economist at Chinatrust 
Bank. 

Manufacturers agree. Acer 
Peripherals, an arm of the 
Taiwanese computer maker, 
makes personal computer 
monitors, an area in which 
Korea’s Samsung and other 
chaebols hold a strong mar- 
ket position. 

“We will be affected, hut 
not much." said Eric Yu, 
Acer Peripherals' spokes- 
man. The company’s moni- 
tor-making operations are 
mainly in Malaysia, where 
manufacturing costs have 
fallen substantially due to 
depreciation of the Malay- 
sian currency, the ringjL 

Further ahead, the chae- 


bols’ high debt ratios will 
translate into financing 
costs much higher in 
Taiwan. “The economic 
slowdown in Korea means 
they will have cash prob- 
lems, so they won't be able 
to invest," Mr Yu said. “The 
pressure will come from our 
Taiwanese competitors, not 
from Samsung.” 

Taiwan's memory chip 
makers are preparing for 
Korean competitors to flood 
the marks* tO raise Cash, and 
the depressed value of the 
won favours them. The price 
of a D-Ram chip has fallen 
from $3.50 before Korea's 
devaluation to 22^0 recently, 
said Liu Chi-tung, an analyst 
at SBC Warburg. 

D-Ram prices were on a I 
downward trend anyway. 
“Long term, we think this is 
a good opportunity for 
Taiwan companies," he said. 
“The chaebols wont have the 
cash to Invest in capacity 
expansion and some may 
even go bankrupt. So Tai- 
wan will grab market share." 

China Steel, Taiwan's lead- 
ing steelmaker, expects 
South Korean steelmakers to 
boost exports, pushing prices 
down slightly, beginning 
next year. But Korean steel 
does not play a significant 
role in the Taiwan market, 
so the impact will be indi- 
rect says Chung Le-min, the 
company's finance director. 

Mr Chung is confident 
China Steel’s exports will 
not lose market share 
because the company has 
longstanding customer ties 
not easily broken. It exports 
20 per cent of its output, 
with half of exports going to 
Japan - mostly hot-roll coil. 

Here China Steel is con- 
tending with Korea’s Posco, 
the other “quality" supplier 
to Japan. “We’re not worried 
about the competition," Mr 
Chung says, but “we will 
have to wait and see" when 
prices are adjusted in the 
first quarter of next year. 


B usinessmen and fund 
managers are begin- 
ning to peer through 
the glOQm Of Atia'S financial 
market turmoil. What they 
see Is the prospect of a mul- 
ti-speed Aria, with a much 
greater differentiation 
between economies, policies 
and attractions to investors. 

“All the markets are 
affected by contagion, a con- 
tagion of sentiment as wen 
as fundamentals.” says 
Manu Bhaskaran, managing 
director for south-east Asia 
of Socgen Crosby. “We are 
moving to a phase, probably 
by the start of next year, 
where investors will begin 
sorting the sheep from the 


East Asia: varied customers 
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Apart from investors 
weighing their options in the 
region, such distinctions will 
prove vital to economies In 
need of foreign funds to pro- 
vide long-term financing . 

Sir Gordon Wo, chairman 
of Hopewell Holdings, 
believes investors will 
demand higher rates of 
return for infrastructure pro- 
jects in countries with poor 
policy records. Not suiprts- * 
ingly, given the travails of 
his $3.7bn Bangkok mass 
transit project he points a 
finger of warning at Thai- 
land. “Investors will ask for 
the moon, a 25 per cent 
return," he claims. 

The director of one Euro- 
pean manufacturing group 
says his company remains 
committed to expansion in 
the region, but is reviewing 
strategy in terms of where to 
locate production plants. 

In manufacturing, signs of 
a shift in focus take time to 
emerge. But financial mar- 
kets are already si gnalling 
shifts. “Currencies have 
stopped moving in sync and 
we are seeing adjustments in 
fixed income spreads.” says 
Andrew Freris, head of 
Asian research at Bank of 
America. 

In the equity markets, per- 
formances are -becoming , 
increasingly divergent, with 
Hong Kong’s recent rally 
marking a sharp contrast to 
falls in Korea and Thailand. 
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The most important consid- 
erations. Mr Bhaskaran says, 
are government policies in 
response to the crises and 
the strength of the financial 
sectors. 

Political and social issues 
have also become more 
Important as economic 
downturn raise's fears of 
instability and ethnic ten- 
sions, or brings uncertainty " 
in forthcoming elections in 
Korea, Indonesia and the- 
Philippines. 

Hong Kong and Singapore 
are seen as havens of sensi- 
ble policy-making and com- 
paratively robust fundamen- 
tals. Elsewhere, there is less 
consensus. “I think you 
would put Korea and Thai- 
land together in the same 
bucket, where recovery 
could be as long as five to 10 
years," says Andre Lee. man- 
aging director of fixed 
income at Peregrine Invest- 
ment Holdings. 

Not all are so gloomy 


about Thailand. “Their 
investment climate should 
improve once investors per- 
ceive politics are irrelevant 
to economic policy deci- 
sions,” says Mr Freris. "The 
current account deficit, the 
root of the current troubles, 
should shrink sharply in 
1998 and 1999." 

While Malaysia’s financial 
system " is seen as fairly 
robust compared with others 
in the > region, critics focus 
on the policy front 
The attacks by Mahathir 
Mohamad. Malaysia's prime 
minister, against currency 
speculators, recent govern- 
ment moves to put a hold on 
development of the country’s 
Bakun Dam and the contro- 
versy over restructuring at 
Renong, the infrastructure 
group close to the ruling 
hierarchy, have fuelled dis- 
enchantment. ■ r 

The ll per cent fall in the 
Kuala Lumpur stock market 
after' the announcement 


about the dam underlined 
the swift judgment of finan- 
cial markets. 

“Malaysia is the "best 
example, after Thailand, of 
what Is wrong with much of 
'middle Asia.', caught 
between the First World it 
aspires to, and the Third 
World it thought it had left 
behind,” says Schroders 
Securities. 

Jakarta has won praise for 
its response to the' down- 
turn. “Indonesia is locating 
good in terms, of policy," 
says Mr Bhaskaran. -The 
decision to close 16 banks 
suggests the government is 
serious about reform. Like 
Indonesia, the Philippines 
scores well on policy mea- 
sures, but is penalised by 
political uncertainties. 

Beyond the distinctions 
between regional economies, 
some see a broader shift at 
work. Timothy Beardson, 
chairman of Crosby Finan- 
cial Holdings, believes the 
crisis wfll force a wave- of 
market liberalisation, where 
countries worst afflicted will . 
be forced' to make the big- 
gest reforms and - could said 
up more competitive. 

- Mr Lee at Peregrine pre- 
dicts the economies ' of 
Greater China will emerge in ! 
robust shape. “If anything, 
the rtwroe of this exists is 
that it has highlighted the 
transfer of economic power 
from Japan and Korea to the 
- Chinese," he claims. 

’ Such a trend is far from 
certain. China could he the 
*. biggest 'mrf'' last 1 domino to 
fall under the strain, of 
reduced export competitive- 
ness and rising deflationary 
risks. That would jeopardise 
Hong Kong's currency peg 
and its prospects as a finan- 
cial centre. 

Taiwanese • industry is 
exposed to Korea’s falling 
won and Japan’s shaky yen. 
But so far. Greater China 
has shown more resilience 
than elsewhere. Tor inves- 
tors surveying the region, 
relative gains are the name 
of the game. 

John Ridding 
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By Mtctuyo N a k am oto 

In Tokyo 

The. . .. Mercedes-Benz 
showroom in Aobadai, a sub- 
urb of Tokyo, was. unusually 
quiet one recent weekend. . 
The German company had 
held a campaign to show off 
a new model, only to find 
most Japanese were too con- 
cerned about the economy. 
Just a handful showed up 
during the campaign which 
would, normally have 
attracted' hundreds. 

Foreign carmakers are suf- 
fering a doubie blow from 
the downturn in the Japa- 
nese eco nom y . The recent 
economic gloom has com- 
bined with the impact of the 
weak yen to further damp 
down the Japanese appetite 
fin- imported cars.' 

Last month, imported car 
sales dropped 19.4 per cent, 
according to one industry 
association, bringing the 
decline for the year to the 
end of November to &2 per 
cent. While reverse imparts 
of Japanese transplants 
showed the biggest declines. 
US carmakers as well as 
some European companies 
also posted significant falls. 

Mercedes-Benz bag in fact, 
been one of the stronger per- 
formers through the year, 
increasing sales through 
November by 1.5 per emit 
November sales were down a 
relatively mild 3.5 per cent 

BMW suffered a 38.9 per 
cent decline in its German- 
made cars last month, bring- 
ing the li-month fall to 9.4 
per cent The company was 


faced with a shortage -of its 
popular models in Novem- 
ber, which arrived late in 
the month, it said. If its US- 
made Roadster is included, 
sales were flat. 

_ Opel and Volvo, two star 
performers in better days, 
posted declines of 23 per cent 
and 34.5 per cent respec- 
tively in November. 

Among - US carmakers. 
Ford sales declined 25 per 
cent last month and a sharp 
40 per cent to. the end of 
November, though it has not 
raised prices due to the weak 
yen.- General Matore saw a 
24 per cent drop in 11 
months, with Chrysler sales 
dipping 14 per cent. 

This is a sharp reversal 
from the good times 
imported cars enjoyed while 
the yen was stronger. Then, 
many foreign carmakers saw 
double-digit growth and 
moved to expand dealer net- 
works. “The Ml in the stock 
market has had a strong 
effect on sales." said a BMW 
representative. While the 
company's more economical 
model, the 3-series, has held 
up relatively well, the dearer 
models that tend to be 
favoured by people with 
assets have been shunned as 
those assets have shrunk. 

It was taking customers 
longer to make their pur- 
chasing decisions. BMW 
said. But some foreign com- 
panies improved sales 
despite the poor climate. 
Rover has raised sales 11.3 
per cent so far tills year, 
Audi 13.2 per cent and Peug- 
eot 1&9 per cent. 


I IK property 
victim closes 


Shanghai learns need for market caution 

James Harding and Tony Walker talk to the city’s mayor about growth and foreign investment 

X u Kuaogdi, Sbang- China are tightly regulated: 
hai’s jovial mayor, is China's currency is not yet 
indefatigable in pro- fully convertible. 


X u Kuangdi. Shang- 
hai's jovial mayor, is 
indefatigable in pro- 
moting his city as a business 
gateway to China and world 
financial bub. He is an opti- 
mist 

But Mr Xu, a highly quali- 
fied metallurgist who has 
been mayor since 1995, 
recognises that the melt- 
down of south-east Asian 
markets and troubles in 
Japan and South Korea will 
probably slow the opening of 
China's markets and also 
prove a drag on foreign 
investment. 

“Shanghai draws on the 
lessons of the financial crisis 
in south-east Asia,” he says, 
“that we cannot develop the 
financial markets or open up 
to financial institutions too 
quickly." 

"The water in the Shang- 
hai pond ts not that deep." 
he adds. “If a big fish came 
in, it could cause a lot of 
trouble. We are waiting for a 
Hm e when the water is deep 
enough to accommodate big 
fish - even whales." 

S hanghai has been largely 
insulated from regional tur- 
bulence In recent months, as 
capital flows in and out of 


China are tightly regulated: 
China's currency is not yet 
fully convertible. 

In an interview, Mr Xu 
provides a generally upbeat 
assessment of Shanghai's 
economy, but he also says 
the regional crisis has made 
a big impact on the leader- 
ship. 

“It will take about 10 to 15 
years before we can have a 
good and sound financial 
market. I think we will wait 
a time until the capital mar- 
ket in China will be devel- 
oped and integrated with the 
international market" 

The unravelling of the 
region's currencies and 
financial markets will also 
have “a round-about impact" 
on the Chinese economy, 
according to Mr Xu. 

Foreign direct investment 
in Shanghai Is set to decline 
thte year, as investment in 
the overcrowded property 
sector has fallen. Foreign 
investment will reach S6bn 
in 1997. compared with Sribn 
in 1996, $io.5bn in 1995 and 
SlObn in 1994. 

Currency devaluations in 
south-east Asia are also 
affecting China's foreign 
trade. Mr Xu offers anec- 



ShanghaTs mayor Xu: looking on the bright side 


dotal evidence from the 
recent trade fair in Guang- 
zhou in southern China to 
underline the point: south- 
east Asian buyers had 
demanded 30 per cent cuts in 
the prices of Chinese-made 
goods because they were no 
longer able to honour con- 
tracts which had been struck 
In US dollars. 

Chinese exporters to west- 
ern Europe and north Amer- 


ica in the textile and light 
industry sectors are also 
likely to be affected as the 
currency adjustments else- 
where in the region give 
rival exporters "quite a 
strong price advantage". 

Nevertheless. Mr Xu 
believes Shanghai's growth 
will continue to exceed the 
national average. In the past 
six years Shanghai's gross 
domestic product grew at an 


average 14.1 per cent, but 
the municipal government is 
seeking to tame that growth 
gradually. Last year the 
growth rate slipped to 13.5 
per cent, this year it is 
expected to be 13 per cent 
and by 2000 it is likely to 
have fallen to 10-11 per cent 
“The major reason for the 
lowering of the GDP growth 
rate in Shanghai is not 
because of the reduction in 
the industrial and agricul- 
tural output or retail service. 
Rather it is because we have 
controlled investment in real 
estate development” 
Shanghai has also seen a 
number of big international 
companies committing sub- 
stantial sums to large-scale 
projects this year, he says, 
citing General Motors' 
$1.5bn investment to build 
Buicks. NEC of Japan’s 
$ 1.2b a joint venture to make 
computer chipG and Sony’s 
intention to make large- 
screen colour televisions. 

Despite the establishment 
of new industries, Shanghai 
Is still struggling with the 
problem of redundancies cre- 
ated by the failure of old. 
state-owned industries. 
About 7-8 per cent of Shang- 


hai's 4.7m workers are out of 
work. 

Unemployment, the mayor 
says, is a consequence of the 
restructuring of Industry in 
Shanghai and most of the 
lay-offs have come from tex- 
tile, light industry and 
machine-processing compa- 
nies. Over time the city 
plans to become more ser- 
vice-oriented. The tertiary 
sector currently accounts for 
around 43 per cent of Shang- 
hai’s GDP, op from roughly 
30 per emit in 1990, and on 
the way towards the 48-50 
per cant target for 2000. 

“S h anghai's ambition is to 
be one of the world financial 
centres,” says Mr Xu, but it 
will take time before China 
can dispense with the regu- 
lations that protect its finan- 
cial institutions and markets 
from the forces of interna- 
tional capital 

The recent rumble in the 
financial markets in Asia 
has shown Mr Xn that it will 
take time before Shanghai 
ranks with the heavy- 
weights: “Now we could not 
fight with a Tyson or a Holy- 

flhld. If we were to fight with 

them, we would be knocked 
out immediately.” 


By John Rckfing . : 
in Hong Kong ' 

Hong Kong's property slump 
claimed its first casualty yes- 
terday, when Goodfortune 
Realty, a medium-sized real 
estate agent, closed its 
doors. 

The move came amid 
warnings of a rise in unem- 
ployment and as one of the 
biggest property developers 
predicted the downturn in 
the sector coaid be 
protracted. “I think this [the 
downturn] is going to be 
with us for same time," said 
Victor Li. vice-chairman of 
Cheung Kong, flagship of U 
Ka-shing's business empire. 

Property prices in Hong 
Kong have fallen more than 
10 per cent since regional 
currency turmoil swept into 
the territory in October. 
Higher interest rates to 
defend Che currency link to 
the US dollar and an expec- 
ted fall In economic growth 
have prompted predictions 
by some analysts of a fur- 
ther decline oL25 per cent 

Real estate agencies are 
sesi as particularly vulnera- 
ble to the downturn, with 
expectations of further fail- 
ures after Goodfortnne 
received court permission to 
go into liquidation. 

While Hong Kong has 
proved more resilient than 
most east Asian economies 
to the regional financial 
upheaval, with interest rates 
having eased substantially 
over the past few weeks, 
most economists expect fur- 


The b ottom line... 
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ther pressure on the cur- 
rency. . : 

Schroders Securities yes- 
terday predicted . that unem- 
ployment would rise • to 3.8 
per cent next year, compared 
with 2.3 per cent at present. 
A further rise to 4 per cent is 
expected in 1999. 

According to Schroders. 
which has taken a relatively 
negative stance on Hong 
Kong’s prospects, the unem- 
ployment rise wfll take its 
toll on the retail sector as 
the jobless tighten their 
belts to maintain mortgage 
payments and as the wealth, 
effect of falling property and 
share prices feeds through. 

“Sales of cars and con- 
sumer durables are expected 
to nosedive in 1998 in the 
range ol 30-40 per cent year- 
on-year," it said. 

The government played 
down fears about a rise in 
joblessness, with Jacqueline 
Willis, commissioner for 
labour, citing large numbers 
of vacancies in the labour 
market. Donald Tsang. 
financial secretary, says 
growth Is unlikely to fall 
much below the trend level 
of 5 per cent next year. 

While businessmen remain 
confident about long-term 
prospects, illustrated by 
upbeat survey results pub- 
lished yesterday by the 
American Chamber of Com- 
merce, they warn of a diffi- 
cult adjustment. “I don’t 
believe we have recovered 
our competitiveness." said 
Linus Cheung, chief execu- 
tive of Hongkong Telecom. 
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'Our decision to move ovr European Reservations Centre to. Ireland has beep - i ; ~ 

We had a very short time frame frf/whkh to have everything in plaice' for 
and we Have found everyone here to he friendly, efficient and as determined 

■ this a success story 4 ’ V v ’".V ~j : S 


Hans Mirka. Senior Vice President international. American Airlines 
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ITT Sheraton always strives for the best. So it will come as no 
surprise to know that we've chosen as a partner, the best telecommu' 
ni canons company, AT&T. 

Each of our Smart 'Rooms™ throughout 'Europe will soon be equip- 
ped with an Instant Access button that puts you through to the United 


States of America, quickly and clearly via the AT&T Direct Service 
(SM) network. 

Smart Rooms™ are designed not just as luxurious bedrooms, but 
as fully functioning offices as well. 

There’s a large desk with enough space to work and think. 


A Credenza with easily accessible power outlets. A Printer /Fax/- 
Copier that is easy to use. A full range of business essentials and of 
course AT&T Instant Access. 

So wherever in the world you are, you can get in touch 
with an AT&T operator, at the touch of a button. AKT 
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ITT Sheraton 

Next time you're travelling in- Europe, do the smart thing- Call ITT Sheraton and ask for a Sheraton Smart Room™ at one of these hotels. 

Austria Hotel Bond Vienna - Hotd Gokkner Hindi S*Wwu-g - Hoiri Imperial Vienna - Sheraton Silzhutg - BdgJunt Shentofl Brussels Hotel - Sheraton Brands Airport Hold - Bulanin.- Sberaror Sofia Hotel Balkan - Prancei Sheraton Paris Airport Hotel 
Germany; Sheraton Ewcn Hotel - Sheraton Frankfurt Howl - Greece Hptri Grande Bretagne Athens - brdH; Shwwn ItfuMkra. Fltea Hotel -Shcraion Tel Arty Hold - Inly; Hold Pifadpe dl Stvola Milan - Sheraton Roma Hotel - Hotel Excelsior Rome - Hotel Eurapa A Rpgina \’mkrr 
Luxembourg; Sheraioc Acrogoll Hotel Luxembourg - Netherlands; Hotel PuBtter Amsterdam - Shcnuoo Amsterdam Airport Hold and Conference Centre - Poland: Shemon Warsaw Hold - Portugal: Shtraran Lisbon Hold 

. Spain; Hotel Alfonso JOE Seville - Hoed Maria Grinina San Sebastian - Palace Madrid - Sweden; Sheraton G&ebarg Hold - Sheraton Stockholm Hard -Switzerland: SheraremAtknrfc Hotd ZOrich- -Itarfc^Shmton Ankara Hotd -Sheraton Voyagrr Hold Anralva 
IhX./Enylandi SharttOn Bchcravli Hotel London -Sheraton Hmhrow Hotel London - ftut Uoc Hold London - Sheraton Pari. Tour; Hold London - Sheraton Skyline Hotrl. Innrfnn H-arfinmi . nr j st &immA. yH f nwi n™d Hyd Ednb uigh 

For more information, call our Global Free Phone Service on 00800 325 353535 or your travel professional. The Luxury Collection. Sheraton Hotels and Resorts. Four Points Hotels.- 
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Iran dispute may cloud EU-US summit 


By Bruce Clark in Washington 

The US has a "wish-list" of 
measures it would like the Euro- 
pean Union to take against Iran 
but is pessimistic about European 
willingness to co-operate, accord- 
ing to senior US officials. 

Disagreements over how to 
handle Iran, and US threats to 
impose sanctions on the French 
energy concern Total because of its 
recent ¥2bn gas contract with Teh- 
ran, are viewed In Washington as 
much the thorniest of the issues 
that will be touched on at today's 


US-EU summit in Washington. 

President Bill Clinton will be 
meeting two politicians from Lux- 
embourg’. Jacques San ter, the pres- 
ident of the European Commission, 
and his successor as prime minis- 
ter of the ElTs tiniest state, Jean- 
Claude Juncker. 

"Failure to tackle Iran 
properly not only affects US-EU 
relations, but also threatens the 
long-term security of the [Middle 
Eastern] region,” said One senior 
policymaker, saying an accel- 
eration in Tehran's effort to 
build non-conventional weapons 


had made the issue more urgent 

The US adminis tration anil come 
under irresistible pressure after 
Congress reconvenes in January to 
say what it proposes to do about 
Total and its Russian and Malay- 
sian partners: impose sanctions, 
grant a waiver or enter further 
negotiations. Any decision to allow 
a waiver will run into massive 
Congressional protest unless the 
US side has won some concessions. 

At a minimum, the US would 
like its European partners to take 
practical and legal steps to prevent 
Iran acquiring equipment that 


could be used to build weapons of 
mass destruction or foment terror- 
ism. Washington would also like 
the EU to co-operate in dissuading 
third parties - such as Russia, 
whose missile technology exports 
are under scrutiny in Washing!, an 
- from abetting Iran’s rearmament 

Thirdly, the US wants to see the 
Europeans impose some economic 
sanctions of their own against Teh- 
ran to deny Iran the money to 
build destabilising weapons and 
create some incentive for a change 
in behaviour. 

While European officials will cer- 


tainly reaffirm their strong objec- 
tion to the extra-territorial charac- 
ter of US laws against Iran. Libya 
and Cuba, they will not be able to 
give the White House much satis- 
faction over its security concerns 
because of the EU's lack of author- 
ity in that area. 

Details of a joint declaration on 
electronic commerce were being 
haggled over till the last moment - 
with France and Spain trying to 
modify US calls for a "tariff-free 
internet" with little regulatory 
interference. 

Editorial Comment, Page 13 


It’s Christmas every 
day, shops lament 


Cold turkey 



US retail sales (3ton) 

Figure at the top of each bar is the annual increase in Christmas sales 
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O ne of the hottest sell- 
ing toys in the US 
this Christinas is 
Sing & Snore Ernie, a Ses- 
ame Street character who 
drifts ofF to sleep singing 
“Twinkle, Twinkle, Little 
Star” and whose stomach 
rises and falls as he snares. 

“We haven't sold out of 
them yet," says Toys R Us, 
the biggest US toy retailer, 
recalling last year’s hysteria 
over shortages of the Tickle 
Me Elmo doll. "But we’re 
selling them as fast as we 
can get them.” 

Yet even as shoppers join 
the predawn, queues to be 
sure of getting an Ernie, US 
retailers are harbouring 
fears that, in terms of over- 
all sales, this Christmas 
could prove to be the latest 
in a series of duds. 

Last Friday - the day after 
Thanksgiving Day and the 
unofficial start of the Christ- 
mas shopping season - the 
stores were crowded with 
shoppers. But people seemed 
more inclined to regard the 
outing as a kind of ritual 
spectator sport than actually - 
to do much spending: 

Yesterday, as store groups 
reported their sales figures 
for November, several 
reported disappointments. 
Sears Roebuck, the second 
biggest US retailer, said 
sales fell by 0.6 per cent at 
stores that had been open a 
year or more- J.C. Penney’a 
department stores saw a 
decline of 3.1 per cent 


In theory, Americans 
should be spending as never 
before. The economy is in 
excellent shape, unemploy- 
ment is low. and the Confer- 
ence Board's index of con- 
sumer confidence is little 
short of the 28-year high it 
hit in June. 

But the US economy has 
been growing for years, only 
to have delivered a run of 
disappointing Christmases. 
The 1980s boom saw 10 per 
cent increases in sales; these 
days retailers count them- 
selves lucky if sales rise by 
as little as 3 per cent. 

According to the National 

Retail Federation, an indus- 
try body, one of the main 
reasons Christinas has lost 
its fira is that consumers are 
shopping more throughout 
the year, and no longer wait 
until Christmas to buy the 
thing * they want. 

Tracy Muffin, federation 
president, says: “When l was 
a child, there were two times 
in a year when I got stuff: I 
got stuff on my birthday and 
I got stuff at Christmas. 

“Now, parents seem to be 
more willing or able to buy 
things for their children 
throughout the year. They 
don’t wait for the holiday to 
get them a new pair of ten- 
nis shoes, a new backpack, a 
new compact disc or a new 
piece of electronic stuff." 

Another factor suppress- 
ing Christmas sales. Ms Mul- 
Iin suggests, is that, after 
years of prosperity, many 


Americans may have just 
about everything they need 
or want For these people, 
traditional gifts have become 
increasingly irrelevant. 

“Obviously that’s not true 
for everybody, but it may be 
true for more people than it 
used to be," says Ms Mullin. 
“For them the Christmas 
holiday is not the all-impor- 
tant season it once was." 

A recent telephone survey 
of 1,000 people by Deloitte & 
Touche, the accountancy 
firm, supported the conten- 
tion that Christmas is losing 
its grip on the consumer's 
purse. It found that 30 per 
cent of consumers thought 
holiday gift-giving in their 
families was less important 
than it was several years 
ago, while only 13 per cent 
felt it was more important. 

Deloitte & Touche said the 
biggest reason for the down- 
turn in gift-giving was 
changes In family composi- 
tion - children growing up 
and leaving home, higher 
divorce rates, and the geo- 
graphic dispersion of family 
and friends. But many 
respondents also cited a 
growing distaste for the sea- 
son's commercialism. 

Further evidence of the 
downturn is provided by 
Commerce Department sta- 
tistics showing that, 
although November and 
December sales accounted 
for a mighty 23JB per cent of 
the armbai total last year, 
the proportion was down 


from 25.3 per cent in 1988. 

But one interesting aspect 
of the figures is that they 
embrace only conventional 
gifts - general merchandise, 
apparel and furniture, or 
GAF spending in Commerce 
Department terminology. 
Absent from the figures are 
newly emerging; alternative 
forms of giving. 

“We see a trend towards 
experiential gift giving," 
says Ms Muffin. “People are 
giving trips as gifts, and 


tickets to sporting events. 
They are giving gifts that 
the whole family can enjoy 
like home entertainment 
centres, computers or pieces 
of exercise equipment, 
rather than a sweater or a 
tie. 

“This is what we think is 
the beginning of a long-term 
trend that retailers need to 
identify, understand and pite- 
pare far." 

Richard Tomkins 


Bail-out 
critics 
emerge 
in US 

By Nancy Dunne 
and Heather Bourbeau 
in Washington 

First murmurings of 
opposition to the interna- 
tional ban-out of the trou- 
bled Asian economies are 
emerging from Capitol HilL 

The Senate Republican 
policy committee contends 
that the International Mone- 
tary Fund “austerity” mea- 
sures are not enough and 
"may do little to alter the 
cosy relationship between 
the South Korean govern- 
ment, large banks, and the 
chaebol [conglomerates]” 
that dominate the Korean 
economy. 

The group is calling for an 
end to non-reciprocal trade 
practices, which it says have 
kept US products out of the 
Korean market. These 
include exclusionary tariffs, 
regulatory barriers, discrim- 
ination in government pro- 
curements and export subsi- 
dies. Lauch Fairdoth, a 
Republican senator, has 
been in discussions with 
Berate Sanders, an indepen- 
dent representative, over a 
bipartisan effort to limit the 
amount of money the admin- 
istration can spend without 
congressional approval. 

Mr Sanders will ask Presi- 
dent Bill Clinton to call a 
congressional session to 
address taxpayers' liability 
in the planned bail-outs. 


NEWS DIGEST 

Minister quits 
in Argentina 

- 

‘ Armando Caro Figueroa, Argentina's labour minister, 
resigned yesterday, opening the way for cabinet changes 
in the wake of the ruling Peronist party's defeat in 
October's mid-term elections. 

Mr Caro Figueroa, who has not attended recent cabinet 
meetings, has taken much of the b lame for lade of 
progress on labour reform. He angered unions this year 
by threatening renewed efforts to impose reforms by 
decree. He also crossed swords last month with Roque 
Fernanda, economy minister, by warning that slower 
economic growth next year would hit Job creation. 
Frontrunner to succeed Mr Caro Figueroa is Antonio 
Errnan Gonzalez, currently ambassador to Italy and a 
former president of the central bank and economy 
minister. He is a long-time confidant of President Carles 
Menem. Ken Want. Buenos Aires 

■ AIRCRAFT SAFETY 

New equipment proposed 

The US Federal Aviation Administration has proposed 
adding safety equipment to aircraft that would flush 
dangerous vapours from fuel tanks and insulate the tanks 
from heat sources. The changes would “greatly reduce, if 
not eliminate, the possibility of fuel tank explosions", 
such as the one suspected to have destroyed TWA flight 
800 last summer, killing 23Q people, the FAA said. 

In a letter to James Hall, the chairman of the National 
Transportation Safety Board, Jane Garvey, FAA 
administrator, said the agency was not ready to proceed 
on three other recommendations from the board for a 
variety of reasons. 

But she said an advisory committee was being directed | 
to identify ways to implement the safety board's ; 

recommendation that new, and possibly older, Boeing 747 : 
aircraft be fitted with nitrogen “inerting'' systems in fuel I 
tanks and that insulation be added between ; 

heat-generating equipment and fuel tanks. An inerting I 
system flushes explosive vapours from empty space in 
fuel mnirc by pumping in nitrogen or some other J 

non- flamma ble gas. AP, Washington \ 

■ EL SALVADOR ■ 


Telecoms sale relaunched 

El Salvador has relaunched the sale of its state telecoms 
carrier Antel with provisions allowing foreign investors to 
increase phone tariffs in line with the growth of the 
telephone network. 

International carriers are being invited to bid for 51 per 
cent stakes in two new telecoms companies, one of which . 
Corpora cion de Telecomunicadones de El Salvador (CTE), 
will take over 98 per cent of Antel's assets, including its 
staff of 5.000. and will run the terrestrial phone network. 

Another company. Internacionalea de Telecomunicacion 
(Xntelsa); will be given a licence for the B-band cellular 
sp ectru m. 

CTE will be allowed to raise its tariffs by a percentage 
equal to the percentage increase in the number of lines in 
service, up to a ceiling of 15 per cent above inflation next 
year and 20 per cent until 2002. 

Interested companies have been given until the end of 
January to qualify for the bidding process, which is 
expected to follow next May. James Wilson, Panama City 


NEWS: WORLD TRADE 


Launch delayed by UK government’s reluctance to help finance development 

Lufthansa to buy ten A340-600s 


Canadian 
helicopter 
deal held 
up again 

By Scott Morrison 

in Toronto 

The Canadian military’s 
attempts to procure 15 
search and rescue helicop- 
ters from Westland-Agusta, 
a UK-Italian consortium, 
could be frustrated once 
again by the federal cabinet, 
which is concerned about 
allegations that the bidding 
process was unfair. 

A few weeks ago, West- 
land-Agusta appeared to 
have secured the contract 
but two competitors then 
complained that the defence 

department had written the 
specifications to favour the 
UK-Itallan consortium’s 
larger, more expensive EH- 
101 Cormorant. That has 
prompted federal officials to 
take a closer look at the bid- 
ding process. 

“There are serious ques- 
tions about the specifica- 
tions of the request for pro- 
posals," said a federal 
official. The cabinet will 
bare to make a decision that 
not only meets Canadian 
needs, but is also politically 
defeasible, the official said. 

The Canadian military 
had expected to take posses- 
sion of 50 EH-101 helicop- 
ters under a C$4. 8bn 
(USS3.37bn) contract signed 
by Westland-Agusta and the 
previous government. That 
order was deemed too costly 

and subsequently cancelled 
when Jean Chretien became 
prime minister in 1993. 

A second request for bids 
announced earlier this year 
attracted four competitors, 
but critics argue the defence 
department favoured the 
EH-lOl Cormorant, a 
smaller, less expensive ver- 
sion of the model rejected 
four years ago. 

In a recent letter to the 
federal cabinet and mem- j 
bers of parliament, Sikorsky 
Aircraft, the US manufac- 
turer, said there are indica- 
tions tbat it and another 
company “may have been 
misled into bidding only to 
serve a predetermined out- 
come". 'Hie defence depart- 
ment declined to comment 
on Sikorsky's letter. 


By Michael Skapinker, 
Aerospace Correspondent 

Lufthansa of Germany 
yesterday became the fifth 
airline to announce it would 
buy planned new versions of 
Airbus Industrie's A340. But 
the launch of the new 
aircraft is being delayed by 
the UK government's 
reluctance to help finance its 
development 

Lufthansa said it would 
order 10 A340-G00s, an 
extended version of the 
Airbus A 340. The carrier 
also said it was buying five 
Boeing 747-400S. 


The orders from Airbus 
and Boeing have a total 
value of more than DM3J6bn 
($2bn). Lufthansa said the 
747s would be delivered 
between 2000 and 2002. The 
A3 406 -600s would go into 
service in 2003. 

Airbus - which Is owned 
by Aerospatiale of France, 
Daimler-Benz Aerospace 
(Dasa) of Germany, British 
Aerospace and Casa of Spain 
- had hoped to announce the 
official launch of the new 
versions of the A340 at the 
Dubai air show last month. 

But the launch has had to 
be delayed because BAe has 


so far failed to convince the 
UK government to contrib- 
ute £120m ($2QQ.5m) of the 
$2.5bn cost of developing the 
aircraft. Under a 1992 
agreement between the US 
and the European Union, 
governments are permitted 
to fund up to a third of the 
development cost of new 
aircraft. 

The other Airbus 
governments are thought to 
be ready to help finance the 
new aircraft. However, the 
UK government has said 
that BAe has sufficient 
funds of its own and does 
not need an additional 


contribution from the 
taxpayer. 

BAe argues that airlines' 
interest in ordering the 
aircraft means that the 
government would earn a 
healthy return on its 
investment 

The company said 
yesterday: "We want, with 
our partners, to get on with 
the programme but we're 
still waiting for the 
government’s decision." 

Airbus says that it has 
already won orders for more 
than 50 of the planned new 
A340S. Air Canada, Virgin 
Atlantic of the UK, Eva Air 


of Taiwan and Egyptair have 
ordered the aircraft, in 
addition to Lufthansa. 

Airbus is planning to 
develop two aircraft: the 
A34B-500, a longer range 
version of the original A340, 
and the A340-600, a 
"stretched" model. 

The four-engined A340-600 
will be able to carry up to 
380 passengers, allowing it to 
compete with Boeing's 
twinjet 777. Lufthansa said, 
however, that it would have 
only 330 seats In its 
A340-60QS to give more room 
to first and business class 


passengers. 


European motor 
groups fear flood 
of Asian imports 


By Hag Simoman, 

Motor Industry Correspondent 

Competition in Europe's car market, 
the world’s second biggest after the 
US. is set to intensify if embattled 
Asian manufacturers redirect output 
originally destined for domestic buy- 
ers to Europe. 

Louis Schweitzer, president of the 
European Automobile Manufactur- 
ers' Association and chairman of 
Renault warned that the recent eco- 
nomic turmoil in Asia could hit 
European manufacturers in their 
home market Mr Schweitzer said it 
was too early to tell if Asian cars 
would flood into Europe. He warned 
that any surge in exports from South 
Korea, Malaysia or Japan, where 
demand has collapsed after recent 
economic upheavals, would exacer- 
bate Europe's chronic overcapacity 
by swamping the market and distort- 
ing prices. 

Asian car production will become 
more sensitive, especially in France, 
after the expected announcement 
next week by Toyota, Japan's big- 
gest carmaker, that it will build a 
new factory in the northern city of 
Valenciennes. 

However. Mr Schweitzer stepped 
back from demanding import restric- 
tions on Asian cars, f don't think 
restriction is an answer. But 
It may be a necessary means to 


obtain an opening on the other 
side." 

Such measures might be required 
for Korea, where sales of foreign 
cars remain minimal in spite of 
Seoul's pledges to liberalise trade. 
While Korea exported almost 250,000 
cars to Europe last year, the flow 
was less than 5,000 units in the other 
direction. 

Separately, Mr Schweitzer said 
Europe's carmakers would be debat- 
ing soon whether to extend the "gen- 
tleman's agreement" limiting car 
exports from Japan to Europe, which 
expires In 1999. He argued Japanese 
manufacturers had done better out 
of the 1991 deal between the Euro- 
pean Commission and Tokyo than 
expected, because the European mar- 
ket bad not grown as forecast, allow- 
ing Japanese exporters room to 
expand without breaching the ceil- 
ing. In the first io months of this 
year, sales by Japanese carmakers 
were almost 12 per cent above the 
previous level at L34m. 

However. Mr Schweitzer said an 
extension of the gentleman's agree- 
ment was unlikely. Although some 
European carmakers would like 
that, there would be political opposi- 
tion. As a replacement, "a form of 
monitoring of developments in the 
Japanese and European markets 
would be welcome". 

A steady drive, Page 16 


Kodak may seek 
‘dumping!, action 
on Japanese rival 


By Nancy Dunne In Wash ington 

Kodak of the US is considering an 
anti-dumping suit against its com- 
petitor Fuji of Japan if a World 
Trade Organisation panel fails to 
Issue a ruling, perhaps as early as 
today, pressuring Japan to reform its 
distribution and retail pricing prac- 
tices in its home market 

Japan is operating from a “profit 
sanctuary” at home, said Chris Pad- 
illa, Kodak's director of interna- 
tional trade relations. 

This allows it to sell its products 
at a “less than fair value" price in 
the US. 

Kodak would be reluctant to pur- 
sue an anti-dumping complaint, even 
though it has lost market share to 
Fuji in the last three years. While 
Kodak’s share is stfl] about 65 per 
cent, it has been losing share while 
Fuji has been gaining between 3 and 
4 per cent annually. 

There was a gloomy atmosphere at 
Kodak this week when 10.000 work- 
ers received notification of job 
losses. 

The company has announced that 
it expects earnings to be 25 per cent 
lower this year than last year due to 
competition from Fuji, export sa les 
hurt by the stronger dollar, and 
losses from digital technology devel- 
opment 

Mr Padilla said the company 


would prefer that the US win its case 
in Geneva rather than pursuing a 
domestic solution. The case - which 
basically puts Japan's distribution 
and competition system an trial - 
represents a concerted effort by the 
US to use multilateral pressure, after 
years of pressing Japan bilaterally, 
to open Its market to exports. 

“It win be a landmark decision for 
the WTO which goes well beyond 
film," said Mr Padilla, adding that 
reforms by Japan would allow other 
products to penetrate the market. 

"It is the best documented case 
ever brought to the WTO.” be said. 
The panel of three neutral trade 
judges was presented with 20.000 
pages of evidence and 20 volumes of 
appendices, as Fuji attempted to 
match Kodak's filing pound for 
pound. 

Fuji has denied the US charges, 
and says the US has totally fabri- 
cated its case, claiming Fuji has 
been able to out-compete Kodak, 
even in the US. 

There are three separate targets in 
the US complaint focusing on sales 
and distribution. 

Tokyo has already promised to 
change its Large Scale Retail Law, 
which goes some way towards 
addressing US concerns but Wash- 
ington maintains this is not enough. 

“We anticipate that the case will 
be a success.” said Mr Padilla. 


NEWS DIGEST 

Court blow to 
Subic Bay sale 

The Philippines Supreme Court yesterday intervened in 
the privatisation of the Subic Bay container terminal 
when it issued an Uth-hour temporary restraining order 
halting the bidding process. 

The court's decision - less than 24 hours before the 
winning company was due to be announced today - is a 
further blow to the credibility of the country’s 
privatisation efforts. It was prompted by a move earlier 
by Hutchison Ports Philippines, local subsidiary of Hong 
Kong's Hutchison Whampoa and a previous bidder, which 
requested the court cancel the bidding. The court gave 
Subic authorities and other government agencies involved 
in the privatisation 10 days to comment on the case. Subic 
Bay Metropolitan Authority (SBMA) said it would abide 
by the court's decision, but declined to comment. In Hong 
Kong, Hutchison Whampoa also refused to comment 

Hutchison argues the government should award it the 
contract - worth an estimated $50m- $200m - after the 
decision by SBMA last year to choose it over rival 
bidders. In January, President Fidel Ramos overruled 
SBMA and ordered a rebidding instead, saying tender 
regulations had not been followed. 

Julius Caesar Parrefias, director of a Manila-based think 
tank, said the privatisation was now muddled. *T think 
the Supreme Court is taking a very activist role in econ- 
omic affairs," he said. “It’s a double-edged sword because 
it shows the vitality of our democracy but also increases 
uncertainty for investors.” Justin Marozzi, Manila 

■ CARIBBEAN TRADE TALKS 

Call for Cuba to be included 

The Caribbean's chief trade negotiator. Sir Shrldath 
Ramphal, yesterday called for Cuba to be included in 
moves by the Caribbean region to defend its position in 
future negotiations with Europe on a new agreement to 
succeed the Lome Convention. Formal negotiations for an 
arrangement to succeed the existing Fourth Lome 
Convention between the European Union and the African, 
Caribbean and Pacific (ACP) group, which expires in 2000, 
are due to start in September 1998. 

“Cuba is part of the Caribbean. It must be with us as we 
make our way in the wider world,” he told a 
Europe-Caribbean conference in. Havana. 

He criticised the US government for maintaining a 
trade embargo against Cuba while at the same time 
seeking to develop a free trade area for the Americas: 

“An? were really serious in believing that a free trade ! 
area in the Americas can be really legitimate if it starts 
on the basis of exclusion?" Pascal Fletcher. Havana | 

■ EFTA INITIATIVE j 


Canada trade talks to start 

Ministers of the European Free Trade Association (Efta). 
which groups Switzerland, Norway, Iceland and 
Liechtenstein, yesterday announced that free trade 
negotiations with Canada would begin next year. Unlike 
Etta's other free trade initiatives, toe talks with Canada 
will not parallel negotiations being pursued by the 
European Union. A free trade agreement would thus give 
industry in Efta countries a competitive advantage in toe 
Canadian market over EU rivals. 

The planned accord will cover trade in industrial goods, 
fish and otber marine products. Frances Williams. Geneva 
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faster in product development and considerably 


more flexible. We compete in the global arena 


under the triple banner of cost-efficiency, en- 


vironmental thinking and social responsibility. 




VESTOLIT 


subsidiary, we can also draw on the financial 


resources offered by a high-performance group 
of companies. All in all, an ideal springboard 


for global success. 


A Huls Group Company 
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NEWS: INTERNATIONAL 


Mrs Mandela admits things had gone ‘horribly wrong’ □ Stompie’s mother in emotional embrace 


Winnie makes stern denial of accusations 


By Roger Matthews in Johannesburg 


Winnie Madikizela-Mandela, former 
wife of South Africa’s president and a 
heroine of the struggle against apart- 
heid, yesterday flatly denied being 
Involved in the murders, beatings and 
kidnappings of which she has been 
accused. She frequently described as 
"ludicrous”, “nonsense", and a "pad: of 
lies” evidence brought against her dur- 
ing the previous eight days of hearing s 
in Johannesburg conducted by the 
Truth and Reconciliation Commission. 

But after an emotional appeal from 
Archbishop Desmond Tutu. Chairman 
of th* commission, Mrs Mandela admit' 
ted things had gone “horribly wrong" 


and she apologised to the famili es of 
victims for what had happened. She 
was responding to the archbishop’s 
statement that he still loved and 
embraced her, and he believed she was 
a great person, an incredible inspira- 
tion, and would enhance her greatness 
if she would simply say "I am sorry for 
my pert in what went horribly wrong"- 

The presence in the audience of five 
cabinet ministers and other senior 
members of ft 1 ** ruling African National 
Congress underlined the political 
importance of the proceedings, and the 
impact Mrs Mandela’s testimony may 
have on her bid to be elected deputy 
president of the party later this month. 

The Truth Commission la investiga- 


ting the gross human rights abuses of 
the apartheid years, has the power to 
grant amnesty, but wmkre no findings 
as to guilt Mrs Mandela is not seeking 
amnesty and challenged anyone who 
did not believe her evidence to bring 
her before a court of law. 

The hearing into the alleged abuses 
carried out by Mrs Mandela in her 
capacity as leader of the youths who 
farmed the “Mandela United foo tball 
dub" izx Soweto during the late 19805 
has been by far the longest, and some- 
times the most tense, carried out by 
the c ommissi on. The most immediate 
political judgment on Mrs Mandela's 
performance will come in two weeks 
when the ANC conference bids farewell 


to President Nelson Mandela, and 
chooses a sew leader and deputy. 

Mrs Mandela's refusal to accept any 
responsibility for crimes carried out by 
the "dob" members who lived at the 
back of her Soweto bouse survived 
intense questioning which lasted more 
than eight hours. Several times Arch- 
bishop Tutu had to ask counsel to be 
less hostile, and congratulated Mrs 
Mandela on conducting herself with 
dignity. Other commission members 
said they admired the way Mrs Mand- 
ela mg rip herself available for ques- 

tioning in a way other leaders had not. 

At one point Archbishop Tutu asked 
the families of the victims to come for- 
ward. and in an emotional moment Mrs 


Manripia was triage d and embraced by 
the mother of Stompie Seipei, tee 14- 
year-old boy whom one witness 
accused Mrs Mandela of stabbing to 
death. Mrs Mandela was several years 
ago found guilty of kidnapping tec boy, 
along with three others, from a Meth- 
odist mission In Soweto, a conviction 
she still disputes. 

The T pafri thrust of Mrs Mandela’s 
evidence was that when requested dur- 
ing a prison visit to her husband. Nel- 
son Mandela, to disband her “football 
club" because of mounting concerns 
over its activities, she obeyed. What 
the members of teat club did subse- 
quently was not her responsibility, she 
claimed. 





Winnie Mandela: denies accusations 


NEWS DIGEST 


Annan confident 
on landmines 


About 125 nations were expected to have signed an 
international treaty fawning anti-personnel Tawrimingg 
during a two-day signing ceremony in Ottawa that ended 
last night 

Many of tee treaty signatories also promised to provide 
tends to dear the world’s 110m minis and rehabilitate 
victims. 

Though the biggest military powers - the US, Russia 
and China - declined to sign the treaty. Kofi Annan, UN 
secretary-general, said in Ottawa he was confident it 
would provide the Impetus for a universal ban. 
Washington wEl resume its attempt to negotiate a 
landmine pact in the Geneva-based UN disarmament 
conference, white also includes Russia and china, 
when the 61 -member conference reconvenes 
in January. 

The US no longer (sports and Russia and China 
have stopped exports of undetectable mines. 

Countries in Ottawa have already pledged miTiinna of 
dollars in funding for demining ami l mhaTiUj+atim^ grrfng - 
some way towards Washington’s announced goal of 
raising $lbn a year to clear the world’s mlnafipida 
by 2010. 

Rehabilitation of victims could cost another $30Qm 
annually, according to Comelio Sommaruga, president of 
the International Committee of the Red Cross. 

Landmines dotted around some 70 countries kill or 
maim an estimated 26,000 people, mostly civilians, 
each year. Frances Williams, Geneva 


ISRAELI DISPUTE 


Public sector strike continues 


Beniamin Netanyahu, Israel’s prime minister, yes te rday 
failed to persuade public sector workera to end a second 
day of strikes in a dispute that has paralysed the 
economy. 

Mr Netanyahu held talks with Amir Peretz, leader of 
the ffistadrut labour federation, before leaving for Bonn, 
where today he will hold talks with Helmut Kohl, the 
German chancellor. Mr Netanyahu is scheduled to meet 
Madeleine Al br igh t, PS secretary of state, in Paris 
tomorrow. 

The Histadrut said its members would not be returning 
to work, defying a court order white instructed 700,000 
employees to end the strike on Wednesday. 

Yesterday the airports, railways, banks, ministries and 
! state-run utilities remained dosed as workers demanded 
| that Yaakov Neeman, the finance minister, reinstate a 
pension plan negotiated with the union under the 
previous Labour government and consult them an 
privatisation plans. 

According to the Manufacturers’ Association, the 
umbrella for Israeli Industry, tee strike was costing its 
members $40m a day while El AI, the national airline, 
which recently climbed back into profit, said the strike 
was costing it $3m a day. 

Agricultural producers, who normally reap 
pre-Christmas shopping in Europe, said it had 2^00 
tonnes of avocados waiting to be shipped. 

Judy Dempsey, Jerusalem 


ARMS INSPECTIONS 


UK and US warn Baghdad 


Britain and the US yesterday warned Baghdad that they 
remained prepared to use military force if Iraq did not 
bow to United Nations demands for unrestricted arms 
inspections. 

George Robertson, UK defence secretary, and William 
Cohen, US defence secretary, told reporters folio wing 
talks that they hoped diplomatic pressure would succeed 
but that the two countries remained firm in their 
determination to halt Iraqi attempts to produce chemical 
ate biological weapons. 

“The dear m e ssage for the people erf this country and 
indeed for the whole world is that this crisis is not over,” 
Mr Robertson said of Iraq’s refusal to allow Inspections of 
certain presid en tial palaces and other facilities 
In Iraq. Reuters, London 
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Swiss tell banks to reopen Mobutu probe 


By Jimmy Bums in London, 
Michael Holman in Brussels 
end MicMa Wrong 
In Nairobi 


The Swiss government is 
pressing six Geneva-based 
banks to reexamine suspect 
accounts after tee new gov- 
ernment of Congo, formerly 
Zaire, suggested larger sums 
may have been deposited by 
the late President Mobutu 
Sese Seko and his aides than 
originally believed. 

The Swiss government has 
ordered the banks, already 
suspected of having held 
accounts on behalf of Mr 
Mobutu, to give further 


Information. “It is possible 
that the banks got it wrong 
and the information we got 
was inaccurate." Falco Gain, 
Swiss federal police spokes- 
man, said. 

Earlier Information pro- 
vided to the Swiss govern- 
ment, which blocked all sus- 
pect Mobutu accounts in 
May. puts at SFrtaa (£L2m) 
the flnrrimint of depos- 
ited. 

Meanwhile, donors attend- 
ing a meeting in Brussels on 
the reconstruction of Congo 
agreed In principle yesterday 
to establish a trust fate as 
the first step in the coun- 
try's recovery programme. 


Support for the fund was 
expected to be limited by 

donor concern over allega- 
tions of human rights 
abuses. 

The conference, chaired by 
tee World Bank, is being 
attended by delegates from 
16 governments ate 10 inter- 
national organisations. 

Although Bank officials 
had emphasised that the 
conference was not a pledg- 
ing session, they were never- 
theless hoping for contribu- 
tions to what would be a 
World Bank-administered 
trust fund far a $4bn three- 
year recovery prog r amm e. 

Support for the scheme is 


mixed. The European Union, 
which is the largest poten- 
tial donor with EculSOm 
($l68m) earmarked for 
Congo, has been highly criti- 
cal of the human rights 
record of Laurent Kabila, tee 
country’s new president It is 
unlikely to contribute to tee 
flmrf and will instead chan- 
nel part of its aid towards a 
health programme adminis- 
tered by non-governmental 
organisations. 

The new Congo govern- 
ment has been co-operating 
with the Swiss on the issue 
of deposits. Its Office des 
Bien Mai Acquis (Office for 
Ill-Gotten Gains) provided 


additional information to the 
Swiss under a mutual legal 
assistance arrangement. 

The OBMA’s head. Jean- 
Babtlste Mulemba. said; “It 
is very difficult to know 
exactly how much there is 
abroad, but none of the 
countries give figures we 
find credible. When they 
give an estimate of millions 
of dollars we believe that bil- 
lions are more likely." 

Working with European 
and American lawyers the 
OBMA has been locating 
bank accounts, sharehold- 
ings, companies, ate proper- 
ties Mobutu established with 
family and close aides. 


Switzerland and Belgium 
are the only western coun- 
tries to hove frozen Mobutu- 
linked assets. Switzerland 
has blocked the sale of a lux- 
ury villa overlooking Lake 
Geneva. Belgium is sending 
a team of police and lawyers 
to Kinshasa on Sonday to 
help the local government in 
their assets trace. 

Mr Mulemba said that 
France, Mobutu’s most faith- 
ful ally, “has not been co- 
operative" and had not as 
yet taken action against his 
properties in the country, or 
against bank accounts alleg- 
edly held in his name or that 
of his coterie. 


Japan attacked as climate deal nears 


Insurers 
call for 


By Layla Boulton, 
Environment Correspondent, 
fn Kyoto 


A package deal to combat 
climate change emerged 
behind closed doors yester- 
day as the European Union 
launched a fierce attack an 
Japan's performance as host 
to the 160-nation talks. 

Pierre Gramegna, repre- 
senting Luxembourg in its 
role as president of the Euro- 
pean Union, accused Japan 
of departing from its proper 
role as host by leading “an 
offensive” against the 
so-called EU “bubble”. 

This is tee ElTs plan to 
allow its 15 member states 
individually tailored targets 
for curbing greenhouse emis- 
sions wfallo insisting that all 
other industrialised 
agree a fiat-rate cut 

“We cant understand that 
the hast country is leading 
this offensive because we 
think the host country 
should act as a broker," Mr 
Gramegna, Luxembourg’s 
ambassador to Japan, told a 
news conference. 

He was responding to a 
Japanese proposal teat the 
EU should agree a heavier 
cut than non-EU nations to 
reflect the advantages con- 
ferred by tee bubble. 

This would allow Portugal 
a 40 per cent increase while 


Industry lobbies play a spoiling game 


They all wear green badges, but their 
politics do not always match the conference 
identity tags, write Betean Hutton and 
Leyte Boulton. 

The climate change conference in Kyoto is 
swarming with lobbyists, representing all 
viewpoints, who accuse each other of bad 
science, bad economics and distortion. 

One of the largest Turn-governmental 
organisations at Kyoto is the Global 
Climate Coalition (GCC), a IK group which 
represents the oil, coal and car industries. 

GCC was yesterday awarded tee 
“Scorched Earth” tr ophy by Friends of the 
Earth, after a public vote an which group 
had tried the hardest to derail tee talks 
with “spurious scientific analysis and 
daims”. Exxon, the US oil company, which 
also belongs to the GCC, was voted second. 

It is campaigns by the GCC and similar 
groups which have lwld the US gover nm ent 
bade from proposing substantial cuts in 
greenhouse gas emissions. 


Green groups - and some country 
delegates - are particularly outraged at 
Exxon, which they say has been pressing 
tee US gn w rnmait to HpiwbtiH commitments 
on emissions from developing countries, 
while at tee same time advising those 
co untri es to refuse to make commitments. 

According to Jeremy Leggett, an Oxford 
scientist, who has followed the climate 
change debate since It started In 1990, the 
lobbyists he cans the “carbon club” have 
taken talk of emissions cuts as a serious 
threat from tee outset. He calls their 
actions since then “a new form of crime 
against humanity”. 

Environmentalists were so sure of their 
arguments that they have lagged behind in 
hud lobbying of tee decision makers. They 
also ted the flnanrini clout of the industry 
lobby, white has spent Sl3m in the US over 
the last two months alone on 
advertisements attacking the Kyoto 
conference. 


Germany took a 25 per cent 
cut Japan yesterday hit out 
at the EU approach as 
unfair. 

But despite the public 
exchange of insults, negotia- 
tors said they were optimis- 
tic a deal would be con- 
cluded by ministers, who 
will take over the talks on 
Monday. 

"There Is a lot more 
co-operation than apparent 


to our friends from the 
Fourth Estate," said Mark 
Hambley, a top US negotia- 
tor, referring to the media. 

Toshiaki Tanabe, Japan’s 
senior negotiator, mean- 
while played down the EU 
attack as nothing more than 
an attempt to “win the sym- 
pathy” of public opinion as 
negotiators meeting mostly 
behind closed doors got 
down to hard bargaining. 


"Now everybody knows to 
what extent each side can 
come closer,” he said. “The 
only solution, is a package 
deal where everybody cam- 
promises.” 

He declined to give details 
which he said would depend 
on final horse-trading by 
ministers. 

But it became apparent 
from various sources yester- 
day that a deal is likely to 


comprise the following ele- 
ments: 

■ Differentiated targets for 
all industrialised nations 
despite EU insistence in pub- 
lic on a one-size-fits -all cut 
for non-EU countries. This is 
the price the EU is likely to 
have to pay to keep its bub- 
ble in place. 

■ Some degree of trading in 
emissions of greenhouse 
gases, which is a key US 
demand. The EU has 
expressed fears the US might 
try to meet any obligations 
largely by purchasing emis- 
sions from the Russian Fed- 
eration. But Jorgen Hennig- 
sen, senior European 
Commission negotiator, said 
yesterday progress had been 
considerable in “understand- 
ing how trading and joint 
implementation" could be 
incorporated into a deal 

■ A Clean Development 
Fund to help transfer to 
developing countries more 
energy-efficient technology 
for cutting emissions. Brazil 
had proposed this be funded 
by fines for developed coun- 
tries that failed to achieve 
their legally binding commit- 
ments. but this is now more 
likely to be financed by the 
private sector under an 
accord allowing industria- 
lised countries to meet part 
of their target by cutting 
emissions farther afi eld- 


emission 

curbs 


By Christopher Adams 
ami Layla Boston 


Onslaught on coal 
blunted by growth 
in Asian demand 



Coal-burning produces 23% of carbon emissions 


Share of world e-iectnciVy generation by fuel type 

I 1 1 ! 
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Climate 


If ministers who gather in 
Kyoto next week to discuss 
climate change heed the 
cries of environ- 
mentalists they will shut 
down the world’s coal 
industry. 

Coal offends the “green” 
mind on many levels. 
Opencast wining despoils 
the physical environment, 
altering the landscape and 
affecting the water table. 
Bat more importantly the 
burning of coal generates 
■ some 23 per emit of world 
carbon emissions. 

Carbon dioxide (COJ is 
the principal greenhouse 
gas. Environmentalists say 
that If man-made production 
of this gas is left unchecked, 
large-scale and faarmfal 
I changes will be caused to 
| the world’s climate during 
{ the next century. 

Greenpeace, the 
environmental lobby group, 
argues that failure to cut 
emissions of greenhouse 
gases risks "severe 
ecological Impacts and 
climate instability" in the 
future. 

It wants an immediate 
phasing out of coal mining 
and coal's use in electricity 
generation. It also wants the 
subsidies which coal 


receives in some countries 
transferred to renewable 
energy projects. Coal, 
however. Is a vital source of 
energy, and one not easily 
replaced by alternatives if 
current living standards are 
to be maintained. 

It accounts for 27 per cent 
of total world energy 
consumption and it is the 
stogie largest source of 
primary energy for the 
production of elec tri c ity . 

In 1995 coal produced 37 
per cent of the world’s 
electricity, compared with 21 
per cent for hydro power, 17 
per cent for nuclear end 16 
per cent for gas. 

And coal is set to become 
an even more popular source 
of energy for electricity 
generation, especially in the 
Asia-Pacific area, the world’s 
fastest growing region. 

Among countries of the 
Asia Pacific Economic 
Co-operation (Apec) forum 
electricity generated by coal 
has risen from 24 per cent of 
total output in 1980 to 40 per 
cent in 1994 and is projected 
to rise to 50 per cent by 2010. 

Replacing coal by 
renewable energy would 
take time and may not even 
be desirable for those 
concerned to preserve the 
countryside. For example, 
wind power accounts for 
only 0.34 per cent of 
electrical capacity to the 


economies that comprise the 
Organisation for Economic 
Co-operation and Develop- 
ment (OECD). 

As Chris Cragg points out 
to the November Issue of 
Energy Economist, if wind 
power were to replace even a 
quarter of Britain’s current 
electrical generation it 
would use 58 times as much 
land than is currently 
devoted to it 

Similarly with solar 
power. If all of western 
Europe's most prospective 
solar energy sites were 
utilised (3,530 sq km of 
south-facing fronts) they 
could generate only 16.3 per 
cent of the area's electricity. 

In the run-up to the Kyoto 
conference, the coal industry 
found Itself in an 
uncomfortable position. 
Though sceptical of the 
science underpinning 
predictions of climate 
change, it accepts that 
emission from coal-fired 
power stations have to be 
reduced. At the same time it 
is resisting moves to 
penalise rich countries by 
insisting that any solution to 
global warming has to be 

global 

Simply targeting the 
so-called “Annex 1" 
countries (OECD, former 
Soviet Union and eastern 
bloc countries) ignores 
where the growth to the use 


Gcolherrria.' 
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of coal is taking place - 
Asia. 

Most of the projected 550m 
tonne growth to world 
consumption of coal to 4.6bn 
tonnes by 2010 will come 
from increased usage in 
Asia, mainly in China. 

"The problem with Kyoto 
is that it is offering a 
non-global solution to 
achieve a global ambition: 
that just doesn’t make 
sense," says Ron Knapp, 
chief executive of the World 
Coal Institute, the industry's 
London-based lobby. 

Mr Knapp says the coal 
industry favours policies 
which seek a "cooperative 
and voluntary rather than a 
command and control 
approach”. This is because 
"we don't have a solution to 
replacing the large fossil 
fuel base that supports the 
world economy." he says. 

But environmentalists 


dispute this. Greenpeace 
says there is huge potential 
for renewable energy. “What 
is lacking is the political and 
industrial will to develop ft,” 
a spokesman says. 

The environmental lobby 
agrees, however, that the 
use of coal will have to be 
phased out over time, but it 
can be done. Denmark has 
committed itself to 
supplying 40 per cent of its 
electricity needs by offshore 
wind farms. 

"We haven’t even started 
to tap the resource offshore 
for wind power," Greenpeace 
says. 


Simon Holberton 


This is the fourth in a series 
of articles on issues related to 
climate change negotiations 
at the Kyoto conference in 
Japan. 

See feature, UK Page 


Climate change could be a 
deceptively pleasant experi- 
ence at first, with many 
experiencing long, hot sum- 
mers of the sort occurring 
only once a century. But the 
cost of natural disasters Is 
expected to rise sharply. 

The world's biggest insur- 
ance companies, concerned 
they will bear the brunt, will 
urge world leaders to Kyoto 
today to agree international 
curbs on greenhouse gases. 

In a joint statement with 
the United Nations Environ- 
ment Programme (Unep), a 
group of 35 insurers from 
Europe and Japan will 
express support for a mar- 
ket-based approach to impos- 
ing limits, where countries 
could trade their carbon 
emissions allowances. 

The report will recom- 
mend businesses take argent 
action. "Climate change will 
have a big effect an some 
industries and you have to 
plan for it," says Andrew 
Dlugoleckl. assistant general 
manager of General Acci- 
dent, the UK insurer. 

Insurance companies 
believe global wanning is 
already altering weather pat- 
terns. Natural disasters, 
mainly windstorms and 
flooding, have increased 
more than fourfold during 
the past 20 years, says 
Munich Re. the world’s big- 
gest reinsurer. 

From 1987 to 1993, 16 catas- 
trophes occurred, costing 
more than $ibn each, result- 
ing in insured losses world- 
wide of more than $50bn. Of 
those, 85 per cent were due 
to windstorms and 15 per 
cent to earthquakes, oil 
Spills arid fire. 

Even small shifts In storm 
patterns can cause a big rise 
to property damage. Com- 
puter simulations show that 
if the strength of a hurricane 
rises by 10 per cent a 150 per 
cent increase in riamagg nan 
occur, says Mr DlugoleckL 

The cost of natural disas- 
ters has risen with the con- 
centration of wealth to the 
world's most developed 
cities. A hurricane hitting 
Miami tomorrow could cause 
damage totalling SlOObn. 

Beyond recommending 
that limits be imposed on 
carbon emissions, the insur- 
ers say Investment manag ers 
should help develop environ- 
mental reporting standards 
to be used “alongside bench- 
marks for profitability an/t 
security.lt also says that the 
capital resources of bote the 
public and private sector 
should aim to promote 
"alternative energy genera- 
tion and use”. 

Insurance companies man- 
age nearly a third of invest- 
ments in global stock mar- 
kets. 

US Insurers have yet to 
express strong support for 
curbing emissions. The Re- 
insurance Association of 
America says some of its 
members fear they could be 
held legally responsible for 
signing the UNEP document. 




1 m, Ki\sn 






ars • nsuren 
^*aii for 

: 1 : ••• • * 

wnissioi 

r curbs 


FINANCIAL TIMES FRIDAY DECEMBER 5 1997 ★ 


19 y» 

FINANCIAL 

TIMES 

DIARY 


Invest now 
while stocks last 



! 

t 


The Financial Times Diary. 

An investment that pays dividends daily 




10 



FINANCIAL TIMES FRIDAY DECEMBER 5 I9y 7 


NEWS: UK 


Writ from Tiny Rowland says Harrods owner offered $16m.to lie to MPs Northern 


UK NEWS DIGEST 


Fayed accused of bribery attempt e Royal Opera 

By John Mason, port the Harrods owner's court that they are false and were no grounds for them. Mr Rowland stated he ™ lj tlI¥"S 

Law Courts Correspondent bribery allegations against malicious and that tt is Mr The writs state that, resisted the blackmail /t lACAl* f'A ^'* - *'"* * " j| *** 

Michael Howard, the shadow Rowland himself who has before the alleged opening of attempts. He is now seeking VJlvFijvJ. IU 


The long feud between Tiny 
Rowland, the farmer Lonrho 
chairman, and Mohammed 
Payed, owner of the Harrods 
store in London, took a new 
and vitriolic turn yesterday 
when it emerged that Mr 
Rowland had accused Mr 
Fayed of offering him a £iOm 
C$l6.7ml bribe to lie to a Par- 
liamentary committee. 

According to writs filed in 
the High Courtin London, 
Mr Rowland claimed Mr 
Fayed had offered the bribe 
If Mr Rowland lied to sup- 


port the Harrods owner's 
bribery allegations against 
Michael Howard, the shadow 
foreign secretary. 

The writs also claim that 
Mr Fayed offered to return 
to Mr Rowland potentially 
damaging documents taken 
from his safety deposit box 
at Harrods' bank to apply 
additional pressure on him 
to He to the House of Com- 
mons standards and privi- 
leges committee. 

The allegations were “cate- 
gorically" denied by Michael 
Rogers. Harrods legal direc- 
tor. “We are satisfied that 
we will be able to prove In 


court that they are false and 
malicious and that tt is Mr 
Rowland himself who has 
the proven track record of 
bribery and corruption .” he 
said. 

Mr Fayed has claimed Mr 
Howard, when a middle- 
ranking trade minister, 
accepted a £l.5m bribe to 


were no grounds for them. 

The writs state that, 
before the alleged opening of 
the deposit box in December 
1995. Mr Fayed had written 
to Mr Rowland to persuade 
him to lie to the committee. 

In March last year, the two 
men had lunch at Harrods. 
Mr Rowland claims that Mr 


launch the Department of Fayed showed him a brown 
Trade and Industry invest!- envelope supposed to con- 


gation into the takeover of tain material damaging to 
House of Fraser. However, in Mr Rowland. Mr Fayed then 


March tins year. Sir Gordon 
Downey, the Parliamentary 
Commissioner for Standards, 
cleared Mr Howard of the 
allegations, saying there 


also offered him ElOm and 
ownership of Turnbull & 
Asser, the up-market 
shirt makers, the writ 
alleges. 


Mr Rowland stated he 
resisted the blackmail 
attempts. He is now seeking 
damages, return of any prop- 
erty In Mr Fayed's posses- 
sion and an injunction pre- 
venting unauthorised 
copying of mafceriaL 
Mr Rogers said Harrods 
would not comment ahead of 
the court case. But he said 
Mr Fayed did not own or 
control Turnbull & Asser In 
March last year and has not 
done since. “He would not 
therefore have been in a 
position to offer it to Mr 
Rowland or. indeed anyone 
else”, he said. 


accord 


By John Murray Brown and 
Jphn Kampftier in Dubfti 


Curbing 
gas-fired 
power 
will not 
save coal 


Power game: coal’s role in electricity generation 


Share of market (96) 
too 


The government's ban on 
new gas-fired power stations 
will not save the coal indus- 
try. The reality was spelled 
out in evidence from the 
government's trade and 
industry department to the 
industry committee of the 
House of Commons on 
Wednesday. 

The department thinks the 
UK coal Industry’s market 
will halve by 2000 while gas 
and nuclear power will gain 
a bigger share of electricity 
supply. 

The government should 
welcome this development. 
Its election manifesto prom- 
ised a cleaner environment 
and an energy policy based 
on “secure, diverse and sus- 
tainable” supplies of primary 
fuels. This is precisely what 
the changing fuel mix will 
offer. 

To put a brake on applica- 
tions for further gas sta- 
tions, Mr John Battle, the 
energy minister, used the 
reservations of National 
Grid - which operates the 
high voltage transmission 
system in England and 
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European deals could save pits 


RJB Mining is negotiating with power stations in Germany 
and Spain to export up to 8m tonnes of coal In a move that 
could avert the closure of some of the eight English mines 
under threat The UK government has lobbied the German 
and Spanish governments over the subsidies they pay to 
keep miners in work. US government figures suggest Ger- 
man production costs are about three times those in the 
UK, while in Spain they are nearly nine times as high. A 
European Commission probe has found that German coal 
subsidies secure the survival of companies receiving them. 


Wales - about future system 
security. But not even 
National Grid's reservations 
imply a cessation of gas sta- 
tion building. 

Although the long term 
outlook for coal is bleak, it is 
bleakest for RJB Mining, the 
UK’s biggest mining com- 
pany. 

The actual market for the 
type of coal used by power 


stations will hold up quite 
well in 1998-99 compared 
with this year, but RJB has 
failed to secure enough 
orders. The company will 
sell 30m tonnes this year, 
but looks likely to secure 
orders for only 2Dm tonnes 
next year. The market is due 
to contract further in subse- 
quent years. 

As Richard Budge, the 


company’s chief executive, 
told MPs on Wednesday. RJB 
cannot compete against 
other UK coal producers and 
cheap imported coaL Indeed, 
up to 7m tonnes of its 10m 
tonne shortfall have been 
won by cither UK producers. 

As the events of Wednes- 
day underlined, past alle- 
giance to coalminers and the 
industry for which they 
work stm exerts a powerful 
pull on Labour ministers. 

Mr Battle made great play 
of his Initiatives “to level the 
playing field". 

In the past the terrain has 
been skewed against coal. 
Regional electricity compa- 
nies were allowed to sign 
long-term contracts with 
gas-fired power stations for a 
fuel that has subsequently 
become more expensive than 
coal - and has resulted in 
higher household bills than 


would have been the case if 
coal were used. Nuclear 
power - which has pushed a 
lot of coal fired power sta- 
tions of the system - used to 
benefit from direct subsidies. 

Mr Battle and the govern- 
ment’s electricity regulator 
have done much to remove 
these distortions. But gas 
will remain the generators' 
preferred fuel 

The current generation of 
gas-fired power stations con- 
vert 55 per cent of their pri- 
mary energy into electricity. 
The best coal-fired plants 
convert 38 per cent of their 
primary energy into power. 

Gas-fired stations are also 
cheaper to run and emit 
fewer pollutants than coal 
fired stations. 


Simon Holberton 


See Editorial Comment 
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Brussels will take legal 
action against the UK if 
farmers' blockades continue 
to damage cross-border 
trade. Neil Kinnock, the EU 
transport commissioner, said 
yesterday. 

The blockades by British 
farmers against beef from 
the Republic of Ireland were 
condemned yesterday by 
Jack Cunningham, the UK 
agriculture minister, after he 
met Joe Walsh. the Irish 
farm minister. Mr Cunning- 
ham said: “Farmers are not 
above the law.” 

The UK cabinet discussed 
beef at a routine meeting 
yesterday after blockades of 
ports in Wales and southern 
Scotland this week by form- 
ers protesting against 
imports of beef from Ireland 
and elsewhere. Prices have 
fallen to a 20-year low. They 
usually rise before Christ- 
mas as demand increases. 
The prime minister’s official 
spokesman said the cabinet 
recognised that formers were 
facing very difficult times. 
“We need to keep in touch 
with them to see what we 
could do to mitigate the 
effects.” he said. 

On the blockade of Irish 
imports, he said: "The Irish 
government has been one of 
the strongest supporters in 
Europe in our efforts to get 
the beef ban lifted. It doesn't 
help that they are having 
difficulties getting their beef 
through our ports." 


Top scientists 
lead committee 


The Spongiform Encepha- 
lopathy Advisory Committee 
is a group of scientists who 
advise ministers, our Sci- 
ence Editor writes. The four 
most influential members 
are; 

• Professor John Pattison, 
the chairman and dean of 
the medical school at Uni- 
versity College, London, and 
a microbiologist He says 
the UK will have to wait a 
few more years to discover 
whether it faces a health 
calamity through a CJD epi- 
demic caused by BSE. 

• Robert Will, deputy 
chairman, and a consultant 
neurologist and director of 
the National CJD Surveil- 
lance Unit in Edinburgh, 
Scotland. 

• Peter Smith, an epidemi- 
ologist at the London School 
of Hygiene and Tropical 
Medicine. He was appointed 
in September to chair .a sub- 
group to Seac that will mon- 
itor any emerging CJD epi- 
demic. 

• John Collin ge, who runs 
the prion disease group at SL 
Mary’s Hospital medical 
school in London. 


lem. Richard MacDonald, 
director general of the 
National Fanners* Union of 
England and Wales, said: 
"We fully understand we are 
causing them a lot of diffi- 
culties, but we need their 
help to remedy tt. They have 
an interest to try and restore 
normal trading". 

Butchers in Britain yester- 
day reported panic buying 
among consumers anxious to 
purchase ribs and T-bone 
steaks before the govern- 
ment’s ban on sales of meat 
on the bone came into effect. 
Mr Cunningham said on 
Wednesday that the latest | 
scientific information 
showed that “mad cow dis- 
ease" might be transmitted 
through beef bones. 

Mr MacDonald said: “We 
were very, very worried [on 


The Northern Ireland peace 
talks are being shunted 
slowly towards a settlement 
nest year. For the first time, 
the governments are daring 
to be optimistic that a deal 
acceptable to both unionist 
and nationalist communities 
can be struck near to next 
May - the deadline set by 
Tony Blair, the UK prime 
minister. Neither side Is too 
fixated about an actual data. 

. Pivotal to progress is the 
relationship between Bertie 
Ahem, prime minister of the 
Republic of Ireland, and 
David Trimble, leader of the 
Ulster Unionist party, the 
largest pro-British party in 
file region. That link got off 
to a flying start last month 
with then- first meeting 
since the Irish election. Not 
easily pleased, Mr Trimble 

emerged positively beaming 
from that first encounter. 

What did Mr Ahern say to 
so charm him? "David Trim- 
ble asked 'are we interested 
in conflict or are we inter- 
ested In lasting peace?*. I 
told him we're interested in 
trying to live on this - island 
by agreement," said Mr 
Ahern. He then outlined 
three reasons why a deal 
was in Mr Trimble's inter- 
ests - a new parliament and 
government for the north, a 
new Anglo-Irish agreement 
and "peace and harmony’* 
on the whole island. 

Since then an obstacle 
appeared when David And- 
rews, the newly-appointed 
foreign minister and head of 
the Irish government dele- 
gation at the talks, 
described the proposed 
north-south cross-border 
body - intended to co-ordi- 
nate between Dublin and the 
new administration in Bel- 
fast - as a “government". 

Mr Trimble burled oppro- 
brium at Mr Andrews, see- 
ing in his remarks confirma- 
tion of unionist fears that, 
deep down, the southern 
Irish still wanted to take 
over the north. 

Mr Ahern repudiated his 
minister's comments and 
has since tried to clarify 
exactly what kind of pan- 
Irish role Dublin sees for 
itself. “Wefre not talking 
about a powerful and inde- 
pendent secretariat, free 
from direct political role 
enacting autonomously like 
the European Commission. 
Any secretariat will act at 
all times only on instruc- 
tions of the two administra- 
tions," he says. 

It is all part, Mr Ahem 
explains, of a “balanced ' 
accommodation”. The tem- 
plate has already been set, 
but the final details will 
require careful calibration. 
If the Irish view prevails, 
both governments would 
agree, in effect, to leave 
Northern Ireland’s “British- 
ness" unstated. Articles Two 
and Three of the republic's 
1937 constitution - drawn 
up under Earn on de Valera 
16 years after partition but 
32 years before the start of 
the “troubles” in the north 
- would be revised. 

No longer would any Irish 


Lord Chadlington. the embattled chairman of London’s 
Royal Opera House, resigned yesterday. His eight fellow 
trustees offered to quit immediately, but will remain 
under Sir James Spooner, deputy chairman, until a new 
board can be formed. Hie resignations are a speedy 
response to the demand by the House of Commons cul- 
ture committee for the resignation of Lord Chadlington. 
the board and Mary Allen, the chief executive. Ms Alien is 
holding firm and yesterday Lord Chadlington and the 
board said they were “unanimous in their support for the 
existing management and staff" . 

Lord nhadWwgten added: "The time has come for a 
major change. It’s right that 1 should go, and right for the 
board to go. There should be a totally new board, operat- 
ing with real transparency, independent trustees repre- 
senting no sectional interests.” 

The new board is being formed on the advice of Chris 
Smith, chief culture minister, who is ultimately responsi- 
ble for the Royal Opera’s £i5m ($25m) annual state sub- 
sidy, administered by the Arts Council “I intend to dis- 
cuss Urgently with the board and the Arts Council how to 
ensure that the transition to the new board proceeds in an 
orderly way, "he said. Antony Thomcrvft 


M TELECOMMUNICATIONS GROWTH 


Internet provider awarded licence 


Easynet Group, a small. AIM-listed company, yesterday 
claimed to be the first UK independent internet service 
provider to be awarded a full public telecommunications 
operator’s licence. It will enable the group to provide ser- 
vice such as personal numbering and p re-paid access, 
together with the right to complete call connections on its 
own network. These are currently tfap sole prerogative of 
licensed operators. The broader implication of the award 
is a further Wurring of the distinction between telecoms 
operators offering chiefly voice calls and internet service 
I providers manag in g data traffic over the operators' lines. 

It had been anticipated that operators such as British 
Telecommunications, WorldCom and AT&T would even- 
tually take control of the internet from service providers. 
The Easynet move suggests service providers will fight 
back by becoming operators in their own right. Easynet is 
spending about £L5m over two years with GPT, the UK's 
biggest telecoms equipment manufacturer, for the tele- 
coms switching equipment and intelligent networking 
systems to run advanced services. Alan Cane 


STERLING STRENGTH 


Employers attack ‘macho 9 policy 


Graham Mackenzie, director-general of the Engineering 
Employers* Federation, said yesterday that the Treasury 
was “not listening enough" to industry about the damage 
the strong pound - at close to DM 3-00 - was doing to UK 
manufacturers. He said Gordon Brown, the chancellor of 
the exchequer, was guilty of a “macho” approach to 
policymaking, leaving the Bank of England, the UK cen- 
tral hank, to raise interest rates to combat economic over- 
heating rather than nidng tax rises on consumers. 

According to the federation, the high pound is “making 
life increasingly difficult” for much of the engineering 
Industry, by making exports more expensive and increas- 
ing competition through cheaper Imports. The sector has 
total annual sales of £l60bn ($267J2hn) and a workforce of 
1.7m. Mr Mackenzie is to meet Mr Brown on December IT 
to present a report on how the federation’s 5,000 members 
view European monetary union. He will also press home 
the industry's concerns about the pound.' - Peter Marsh 


CAR SALES 


Competition spurs 12.5% increase 


Sales of new cars in the UK last month were 12.5 per cent 
higher than in November last year. Industry officials said 
yesterday there were no special factors. Demand appeared 
to have been stimulated by competition between more 
than GO companies jostling for sales in one of Europe's 
most open markets. The November rise has lifted the mar- 
ket to well over 2m with December’s sales still to go. 
according to the Society of Motor Manufacturers and 
Traders. The SMMTs statistics show registrations for the 
first 11 months of this year at 2,086,091, a 7.1 per cent 
increase on the same period of 1996. John Griffiths 


ENERGY SUPPLIES 


Ford plant to have solar generator 


Ford is building Europe’s biggest factory solar power gen- 
erator at its engine plant in Bridgend, south Wales. The 
£L5xa ($2.5m) installation, funded Jointly with the Euro- 
pean Union and the UK Department of Trade and Indus- 
try, win cover 2^50 sq ra - nearly a tenth of the factory’s 
area. The project will generate enough power to provide 
all the ligh ti n g for the site, which employs L300 workers 
and operates continuously throughout the year. The 
installation includes 26 solar units containing more than 
1,500 photovoltaic cells. Juliette Jowit , Cardiff 


Wednesday! that -consumer j claim to the territory of the 


reaction would be terrible. 
I'm crossing Ay fingers, but 
the first anecdotal evidence 
is not too bad." 


north be explicit. Instead, 
'the' possible wording, 
according to Mr Ahern, 
•might leave intact the defi- 


ECONOMY 


Interest rates remain unchanged 


Ron Davies and DonaltLi nftion of the Irish nation 


Last night, UK farmers' 
leaders met John Donelly, 
president of the Irish Farm- 
ers' Association, to discuss 
how they could work 
together to resolve the prob- 


Dewar, chief ministers 
respectively for Wales and 
Scotland, were among those 
at yesterday's cabinet meet- 
ing who warned about the 
situation feeing: farmers. 

Mr Cunningham said in 
the House of Commons later 
“We are discussing how, or 
whether, we will be able to 
announce extra support for 
them [hSU farmers].” 

Mr Cunningham took a 
harder line on Wednesday, 
saying the government was 
already giving the industry 
£1.5bn in support this year, ! 


befog the Island of Ireland. 
At the same time, it could 
acknowledge the separate 
status of Northern Ireland,' 
although tt would fall short 
of recognising it as an inte- 
gral part of the UK. 

Mr Ahern said he 
“assumed’' Mr Trimble 
would be head of a hew 
administration for Ulster. 
Whether the title should be 
prime minister, or first min- 
ister as is planned for the 
new devolved executive in 
Scotland, was “a matter for 
the parties” at the talks. 
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The Bank of Engand, the UK central bank, left interest 
rat« on hold - yesterday, as. the Confederation of British 
Industry, the biggest employers' lobby, reported that 
spending in the shops .was much lower last month thaw ••] 
retailers expected. Thejnonetary. policy committee’s deci- 
sion to le ave the Bank's repo rate at 7J25 per cent came as • 
no surprise. Bat radny analysts .believe that rates will rise 
again early In 1998. Alistair Eperon, chairman of the 
CBTs distributive trades survey panel, expressed a “very 
firm view" that ratesi should not rise before Christinas. 

But the CBI does expect Interest rates to rise a further 
quarter-point ip the next few months, before edging down 
.later next year. 

The CBTs latest distributive trades survey showed that 
48 per emit of retailers saw sales volumes increase in the 
year to November, compared to 25 per cent reporting a 
decline. The net balance of 23 per cent recording an 
Increase was wen below the 39 per cent that had expected 
an increase a month earlier. Robert Owte 


Wallpaper manufacturer owned by KKR wins NatWest-Financial Times Export Excellence Awards 
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Currency risk changes help Borden to victory 


By Ian Hamilton Razey 
in Manchester 
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Borden Decorative Products, the 
world's biggest wallpaper manufac- 
turer, was yesterday named winner 
of the NatWest-Financial Times 
Export Excellence Awards in one 
of the tightest competitions in the 
five years of the event 
Borden came second last year 
[ but had remedied faults found by 
judges in on-site audits of its 
export management. Chief 
improvement was a change from 
defensive to proactive currency 
risk management This enabled 
Borden to use currency fluctua- 


tions and hedging to compete bet- 
ter against German rivals in east- 
ern Europe, despite the strong 
pound. 

The company was formed out of 
Crown’s wallcoverings division, 
which used to be part of Reed 
international, then Williams Hold- 
ings, and Storeys, which used to be 
part of T&N. The current owner Is 
KKR, the New York finance house, 
which is planning to sell an 88 per 
cent stake to Blackstone. another 
US investment company, and form 
a wallpaper giant with imperial 
the US's current Joint market 
leader with Borden. 

The excellence awards competi- 


tion was designed by Mr Ian Camp- 
bell, director-general of the Insti- 
tute of Export, who chairs the 
judges. Companies are judged on 
the quality of their management 
to enable small companies to com- 
pete fairly with giants. Borden will 
earn about £70m UllBJ&m) - 60 per 
cent of its turnover - from exports 
this year, while the smallest final- 
ist UNECiA, will earn only £3m. 

UNECIA, a consultancy agency 
owned by 10 northern En gland uni- 
versifies, supplies consultants for 
education and training, environ- 
mental projects, health and, social 
and economic development Most 
are from the universities, which 


receive their fees and a dividend on 
profits. 

The most spectacularly growing 
finalist was Fresh Catch of Peter- 
head in Scotland. It has doubled its 
turnover to £lfim in the past two 
years and exports so per cent of its 
output of fish to customers as .far 
away as China and Australia. 

The fourth, finalist was' Alpha 
Laboratories . of Eastleigh, in 
southern England, which exports 
about a fifth of its £5m turnover, 
specialising in equipment for the 
biotedmolqgy market 

The newcomers’ award which 
is for companies with less than 
three years’ exporting experience - 


went to Crocodile Clips, an Edin- 
burgh software developer which 
has designed a multimedia aid for 
teaching electricity and electron- 
ics. The French government 
bought it for all its schools, sales 
are increasing rapidly in Germany 
and the US. and a Spanish version 
ia in preparation. 

The awards are sponsored by the 
TT and Nat West. The other judges 
were Mr Harry Twells, of the 
■Export Troubleshooting Consul- 
tancy and an FT Expotter colum- 
nist. Mr Dick Watt, of Trade 
Indemnity, the credit insurance 
group, and Mr Brian Parry, of 
KFMG, the accountants. 
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Big, bright technique: Jeroen Hofmans as Romeo in Andre Prokovsky’s new, skilfuliy edited version for the Royal Ballet of Flanders 


Sure steps of doomed lovers 


Clement Crisp reviews ‘Romeo and Juliet’ in the Hague 


U ngrateful though 
it may seem, I 
find Prokofiev’s 
score for Romeo 
and Juliet does go on. And 
choreographers, daunted by 
the very idea of using this 
music, go along with its gar- 
rulities. Hence die intermi- 
nable crowd scenes, the ram- 
p agings of Lady Capulet 
(like a provincial Clytem- 
nestra), the repeated of 
rapiers. All of which, of 
course, provides a setting for 
the young lovers' tragedy - 
but so much so that there is 
sometimes more setting than 
jewel. 

Hence my cheers for 
Andre Prokovsky in his new. 


lean, and skilfully edited ver- 
sion of Romeo for the Royal 
Ballet of Flanders. Prokov- 
sky has made his version in 
two acts. The first part uses 
most of Prokofiev's first act, 
ending with the balcony 
duet In Act 2 be elides much 
Of the r emaining action and 

music, and only towards the 
end of the evening did I feel 
that the ballet was on a hel- 
ter-skelter, whizzing the lov- 
ers to their doom. 

Not that the production 
seems harried by editorial 
decision. The tragedy is true, 
and Prokovsky - everywhere 
sure in his command of the 
pinaara] idiom and able to 
give emotion its head - has 


chosen to cast it in a form 
both allusive and succinct 
In this he is helped by Robin 
Don's admirable design: a 
permanent set of grey, mar- 
bled panels which can be 
street and square, garden, 
bedroom and ballroom. (The 
Capulets, by the art-histori- 
cal way, were among the ear- 
liest owners of Uccello's 
Hunt by Night, which hangs 
In the ball-room to fine 
effect). Costuming by Alex- 
andre Vassiliev, is bright, 
very well-considered. 

The Prokovsky/Don view 
of the ballet - swift action in 
a setting which allows the 
audience’s imagination to 
work - gives this production 


its character and its distinc- 
tion. Fi ghting pours over the 
stage, as do the ballroom 
dances, and we accept the 
manner because of its dear 
purpose and no less clear 
effects. Only in the dosing 
scenes, with Jfuliet’s despair 
and seeming death, did I feel 
that, drama’s wings Had been 
a bit dipped. 

T he company perfor- 
mance, which I saw 
on Tuesday at the 
Lucent Dance-Thea- 
tre in The Hague (superb 
stage; grim auditorium), was 
excellent, hi Aysem Sana! 
we had a sweetly childish 
Juliet; her Romeo, Jeroen 


Hofmans, is a young dancer 
who has graduated from the 
Flanders Ballet School and 
already demonstrates a big. 
bright technique and a sensi- 
tivity in drama which fore- 
tell brave things. Pascal 
Molat, the Mercutio, 1 have 
commended before in these 
columns. He is bright, alert, 
sparkling in step and man- 
ner very fine. 

The staging, indeed, shows 
the Royal Ballet of Flanders 
at its best - and must be 
accounted its most interest- 
ing acquisition for several 
years. Cheers far the com- 
pany. and for Prokovsky as 
both choreographer and edi- 
tor. 


Sponsorship 

Times, they are 
a- changin’ 


T he arts sponsorship indus- 
try seems to have become 
revitalised in recent weeks. 
The Association for Busi- 
ness Sponsorship of the Arts has a 
new chairman, advertising tycoon, 
Robin Wight, who is keen to push 
through a root and branch overhaul 
of everything in his remit, from the 
name to the role of ABSA. 

His arrival has coincided with a 
new vitality in the business, a vital- 
ity motivated by the tact that the 
remorseless growth in arts sponsor- 
ship, which saw expenditure rise 
from £600,000 in 1976 to £80m a year 
in a little over two decades, now 
seems to have stopped. 

On Monday a conference, on ‘'Cul- 
ture, Business, and Society”, 
attracted over 300 delegates who 
seemed aware that things were 
changing. The conference was organ- 
ised mainly by Allied Domecq and 
its principal arts client, the RSC. 
This Is a copybook sponsorship, with 
the company putting in a consider- 
able sum. mare than dm a year, 
over a long period and expecting a 
return, both In corporate hospitality 
and in integra ti ng the creativity of 
actors into its business, through 


spin-offs. 

Perhaps the most encouraging 
aspect -of the conference was the con- 
tribution of culture secretary Chris 
Smith. The government, through the 
Pairing Scheme, has raised £12Sm in 


new money from the arts since 1984. 
The scheme is now being re-as- 
sessed. hot a strong hint was given 
that lottery money could be used in 
this area. 

This is essential since the annual 
grant to ABSA to administer the 
Pairing Scheme is now inadequate, 
having been frozen at £5m a year in 
the past 85 per cent of applicants to 
the scheme received a boost of gov- 
ernment money, now it is nearer two 
thirds. 

T he hope is that when the 
new Lottery Act is passed 
next year there will be pro- 
vision for assisting arts 
sponsorship. A small sum, even an 
extra £2m a year, would make a big 
difference. It could be earmarked for 


port far the arts is focused on educa- 
tion and access. 

By that time ABSA may well have 
a new name and a new purpose. 
Already around half its work is 
devoted to contributing manage m e nt 


skills to arts companies rather than 
cash, especially the time and exper- 
tise of business executives who take 
up placements in the Business in the 
Arts and the Board Bank schemes. 

' This is the future, along with the 
role of the arts in inner-city 
regeneration, and in the stimulating 
of marketing programmes. The 
recently launched Creative Forum, 
which is designed to identify new 
partnerships, to promote them, and 
to measure their effectiveness, is 
already picking up steam. For the 
moment at least the philanthropic 
aspect of arte sponsorship is taking a 
back seat 

★ 

On the surface it seems extraordi- 
nary - Peterborough United Football 
Club, popularly known as the 
“Posh", is to sponsor the next major 
exhibition at the Royal Academy, 
Art Treasures of England : the 
Regional Collections, which opens on 
January 22. 

But the chairman of Peterborough 
is Sir Peter Boizot who built up the 


Pizza Express chain and sold it for 
many milli ons. And Sir Peter is a 
long term supporter of the Royal 
Academy, as well as being a patron 
of the arts. The link is costing Peter- 
borough, or rather Sir Peter, over 
£100.000, and is the first time that a 
football club has sponsored the 
visual arts. Leicester City and Ley- 
ton Orient have backed drama. 

The RA has found it hard to find 
sponsors for its recent shows. At the 
last minute Christie’s helped out on 
Sensation (although It should have 
been completely underwritten by 
Charles Saatchi, who owns the con- 
temporary art on show and got tre- 
mendous publicity from lending it to 
the RA), and the Friends of the RA 
contributed the £100,000 needed to 
put on the current display of fairy 

paintings 

* 

Theatre Glwyd in Mold has attracted 
the largest sponsorship commitment 
ever made to a theatre in Wales - 
£150,000 from Edison Mission 
Energy. Hie money will go towards 
the creation of a mobile theatre, 
with seating for 250, which will tour 
throughout the Principality. 

Edison is an American company 
which operates two power stations 
in Snowdonia. As a first-time spon- 
sor its contribution has been 
matched by a further £150,000 from 
the Pairing Scheme. 

Antony Thomcroft 


workshops with staff and marketing companies whose sponsorship sup- 


The complete 
musician 


Pierre Ruhe finds the British composer 
Thomas Ades performing in Minneapolis 


T homas Ad&s’s music 
travels fast. The 28- 
year old British 
composer's first 
work for large orchestra. 
Asyla, has received a first 
US performance by the Min- 
nesota Orchestra under Jef- 
frey Tate, just seven weeks 
after its recent world premi- 
ere in Birmingham. Simon 
Rattle, who conducted the 
premiere, has already taken 
Asyla on tour in Europe. 
That all these dates were 
planned before any conduc- 
tor or orchestral manager 
had heard a angle note of 
the 25-minute piece places 
Adfes in the most enviable 
position of any young com- 
poser. everyone shares a 
confidence In his abilities. 
With the reputation of 
appealing to both musicians 
and a wider audience, his 
music increasingly receives 
multiple performances in 
rapid succession. 

Ad&s himself helps spread 
that appeal by performing 
his own music, more con- 
vincingly, certainly, than 
anyone else could. When he 
conducted Powder Her Face 
at last summer’s Aspen festi- 
val, or when he led a cham- 
ber music concert here in 

Mirmaapnlis his indofatig a- 

ble spirit as a performer 
complemented his talent as a 
composer. When did we last 
know so complete a musi- 
cian? 

Asyla addresses many of 
the emotions and longings 
that Adfes has included in 
his music before - if on a 
bigger scale - but also pres- 
ents a fundamental shift in 
emphasis. For listeners who 
associate his music with 
playfulness and sardonic 
wit. Asyla might seem overly 
serious. Tate and the orches- 
tra gave a performance stun- 
ning in its ability to clarify 
the thorniest textures, to 
present the scare’s beauty in 
naked terms. The dramatic, 
beating trumpet entry in the 
first movement became an 
unsettling alarm cal], caus- 
ing a listener to shift uncom- 
fortably in his seat. Yet with 
the lucidity came a blanket- 


V erdi wrote his 
fourth opera, I Lom- 
bardi alia prima 
avdata ("The Lom- 
bards on the First Crusade”), 
for Milan in 1843. Seven 
operas later. Paris wanted 
another at short notice in 
1847; without enough time to 
write a new one, Verdi 
decided to adapt I Lombardi 
for the occasion. The Chel- 
sea Opera Group performed 
tiie result, Jerusalem, in con- 
cert at London’s Queen Eliz- 
abeth Hall on Saturday. 

As often before, the Chel- 
sea company earned our 
gratitude. Jerusalem is even 
more rarely performed than 
I Lombardi, which has 
barely kept a toe-hold in the 
repertoire; and yet the 
“rewrite” seems to be the 
stronger, better-shaped 
piece. 

Hie adaptation was exten- 
sive: a new plot, though still 
set during the First Crusade, 
a sizeable quantity of new 
music (including a ballet. 


ing layer of remoteness. 
Thus even as the third move- 
ment, marked “Ecstasio”, 
draws a thick, steady dance 
beat, it felt self-conscious, 
like an observer of a night 
club rather than an intoxi- 
cated participant. 

Asyla shared the pro- 
gramme with an erratic Moz- 
art D minor piano concerto 
(Alicia de Larrocha as the 
at-times poetic but ulti- 
mately unconvincing soloist) 
and a deliberate, rather obvi- 
ous reading of Elgar's 
Enigma Variations. Minneso- 
tans are said to be polite 
people: they rewarded Asyla 
with the same enthusiastic 
applause as the other works. 

A Sunday evening of 
chamber music made the 



Engaging: Thomas Ad&s 


weekend something of an 
Adfis festival. However, the 
local arts organisations that 
presented the concert unfor- 
tunately failed to generate 
any publicity: between them 
they attracted scarcely 30 
people, shamefully ghetto-is- 
ing music that is decidedly 
broader in appeal 
What a large audience 
missed was Adis at his best. 
One of his most tightly con- 
structed scores, The Origin 
of the Harp (1994). was 
played twice, with the com- 
poser conducting. Poignant 
in the lead clarinet part 
(played by Burt Hara), it is 
also one of his most engag- 
ing pieces. Here too we 
recognise the composer 
solidifying what have 

Opera 

Rare 
Verdi in 
concert 

which Paris always required 
- but Chelsea spared us 
that), and a more active role 
for the leading tenor. Verdi 
did a lot of re-orchestrating, 
too, and as conducted by 
Andrew Greenwood on Sat- 
urday the orchestral writing 
made excellent effects. Since 
I Lombardi, after all, Verdi 
had composed both Emani 
and Macbeth, and his new 
expertise enhanced Jerusa- 
lem. 

Not for the first time, 
Chelsea found itself having 
to replace an ailing tenor at 
almost the last moment. 
Stuart Kale stepped in to 
learn the role at four days' 


become his signature 
devices, as in the loosely 
coordinated, upward spiral- 
ling chromatic scales that 
lend an air of conspiracy, 
even paranoia, to the unfold- 
ing tale. 

Francois Couperin's U*s 
barricades mystirieuses also 
received two performances, 
first by Ades on a pedal 
harpsichord and later in his 
transcription for five play- 
ers. The effect was magical. 
His Sonata da Caccia (1993). 
a humorous, neo-baroque, 
off-kilter trio for oboe 
(played by Basil Reeve), 
horn (Michael Peiruconist 
and harpsichord, imagines 
Debussy paying teasing 
homage to Couperin. 

The Sunday concert ubo 
served to acknowledge 
Adte's influences. A runner 
student of Gy Orgy Kurtag, 
he took the keyboard part in 
Kurlag's Bagatelles for flute, 
contrabass and piano up .14 
d. with flautist Adam Kucn- 
zel and bassist William 
Schrickel. Their xun.se of col- 
our and shading was unerr- 
ing and luminous; each tiny 
piece was excellently played. 
Adfes continued at the piano 
with his rippling aud flowing 
Traced Overhead (1998) and 
three canons by the late 
Conlon Nancamnv. rich in 
blues harmonies. As a pia- 
nist. Ad&s is a conceptual 
interpreter rather than a 
blazing virtuoso - making 
profound sense of each work 
is rightly his priority. 

John Woolrich's Lending 
Wings opened the pro- 
gramme, a work selected by 
Ades for the (mostly) stu- 
dent ensemble. Its clean 
lines and simple construc- 
tion made it an ideal 
warm-op. although the con- 
ductor. Stephen Roemer, had 
difficulty keeping the ensem- 
ble together. 

Every' work on this cham- 
ber p r ogr a mme was a minia- 
ture in length and breadth of 
idea. That Adds has now 
graduated to the large-scale 
complexities of Asyla will 
only increase our expecta- 
tion's for still larger sym- 
phonic works. 


notice, and turned up 
trumps. Understandably cau- 
tious at the beginning, he 
was soon si nging wl t h 
assured sensitivity, sweet- 
toned and searching, that 
belied his short acquain- 
tance with the music. As. his 
beloved Helene, the soprano 
Susan Stacey displayed 
lovely poise and delicacy. 

With Mark Richardson ns 
the villainous bass. Denise 
Mu! hoi] and lending well- 
matched support to her mis- 
tress HGl&ne and Henry New- 
man as the doughty Count, 
the whole performance gave 
us a fine introduction to 
Jerusalem. Several arias find 
Verdi in rich expressive 
form, and the action pro- 
ceeds much more tidily than 
in J Lombardi. Seeing either 
opera staged would add 
little: both of the plots are 
routine melodramas, and we 
can imagine easily enough 
how they might look. 

David Murray 






■ AMSTERDAM 

OPERA 

Netherlands Opera, Hot 
Muziektheater 
Tet 31-20-551 8911 
Dialogues des CarmSItes: by 
Poulenc. New production ■ 
conducted by Yves Abel in a 
staging by Robert Careen. Cast 
includes Joan Rodgers and Sheri 
Greenawald; Dec 7, 10 


■ BERLIN 

OPERA 

Deutsche Oper 
Tet 49-30-34384-01 
Die Zauberfldte: by Mozart 
Staged by GQnter Kramer, with 
sets and costumes by Andreas 
Reinhardt: Dec 7, 9 . 


■ BOLOGNA 

OPERA 

Teatro Gorramale 
Tet 39-51-529 999 
www.nettuno.ft/bo/ 
teafrocomunate' 

Ttxandofc by Pucdnt Revival 


conducted by Daniele Gatti in a 
staging by Hugo de Ana; Dec 6. 
7. 9, 11 


■ BONN 

exhibitions 

Kunst- und AussteBungshaHe 
der BundesrepubBk 
Deutschland 
Tel: 49-228-91 71 200 
Kunsthalle Bremen: selection of 
important works Including 
paintings, sculptures and copper 
engravings from the collection of 
file Kunsthalle Bremen. Ranges. 

from 17th century Dutch painting 

to modem photography; to 
Jan 11 


■ CHICAGO 

OPERA 

Lyric Opera of Chicago 
Tet 1-312-332 2244 
wwwjyricaf3ete.org 
Amfstad: world premiere of 
Anthony Davis's new work abtxit 
file 19th century anti-slavery 
campaign. Dennis Russell Davies 
conducts a production by 
George C. Wootfe; Dec 8, 11 


■ COPENHAGEN 

EXHIBITIONS 

Louisiana Museum of Modem 
Art Humlebaek 

Tat 45-4979 0719 
www.loulslana.dk 
Alberto Savinio, Paintings 
1927-1952: around 30 still Wes, 
landscapes and mythological 
compositions by the relatively 
unknown brother of de Chirico. 
His work combines abstract and 
figurative elements, and in many 


ways parallels da.Qhirico’s own; 
to Jan 11 


■ EDINBURGH 

EXHIBITIONS ' ' 

Scottish National Portrait 
Gallery 

Tet 44-131-624 6200 
Portraits of Excellence: a series 
of photographs of distinguished 
academics at the University of 
Edinburgh, commissioned 
according to an 18th century 
University tradition; to Feb 1 


■ HOUSTON 

EXHIBITIONS 

Museum of Fine Arts, Houston 
Tet 1-713-639 7750 
The Dark Mirror: Picasso, 
Photography and Painting. More 
than 300 works, the majority of 
them photographs, which win 
illustrate the relationship between 
the various media in which 
Picasso worked. The display 
Indudes studies of works in 
progress, self-portraits, and 
photographs of Rousseau and 
Braque. The exhibition hs been 
seen in Paris and will travel to 
Japan; to Feb 1 


■ LONDON 

CONCERTS 
Barbican Hafl 
Tel: 44-171-638 8891 
Sarah Chang: recital by the 
violinist of a programme 
Including works by Strauss and 
Brahms. With pianist Charles • 
Abramovte; Dec 7 

OPERA 


English National Opera, 
London Coliseum 
Tet: 44-171-632 8300 
The Magic Flute: by Mozart 
Nicholas Hytner’s production, 
revived by David Ritch and 
conducted by Christopher 
Moulds; Dec 6 

Shaftesbury Theatre 
Tel: 44-171-379 5399 

• The Royal Opera: II Darbjere 
di Shriglla, by Rossi nL New 
production staged by Nigel 
Lowery; Dec 6 

• The Royal Opera: Paul 
Bunyan, by Britten. New 
production staged by Francesca 
Zambeflo and conducted by 
Richard Hickox; Dec 10, 11 

THEATRE 
Riverside Studios 

Tet 44-181-741 2255 
Oh Les Beaux Jours; tty Samuel 
Beckett (1961). Peter Brook 
directs Beckett's French 
language version of Happy Days: 
Dec 6 


■ LOS ANGELES 

OPERA 

L. A. Opera, Dorothy Chandler 
Pavilion 

Tet 1-213-972 8001 
wwwJaopeiB.org 
Countess Maritza: by Kalman. 
Premiered In Santa Fe this 
summer, Linda Brovsky’s 
production stare Ashley Putnam 
and is conducted by John 
Crosby; Dec 7 


■ MADRID 

EXHIBITIONS 


Fundacid “la Caixa* 

Tel: 34-1-435 4833 
Joaqulm Mir, 1873-1940: A Life’s 
Journey. Retrospective of around 
140 works by the landscape 
painter; to Jan 25 


■ NEW YORK 

DANCE 

New York City Ballet, New 
York State Theater 
Tet 1-212-870 5570 
George Balanchine's The 
Nutcracker; Dec 6, 7, 9. 10, 11 

OPERA 

Metropolitan Opera, Lincoln 
Center 

Tel: 1-212-362 6000 
www.metopera.org 

• La Cterneriza di Tito: by 
Mozart Conducted by James 
Levine in a staging by 
Jean- Pierre Pooneile. Cast 
indudes Anne Sofie von Otter 
and Anthony Roife Johnson; 
Dec 6 . 

• The Rake's Progress: by 
Stravinsky. New production by 
Jonathan Miller, conducted by 
James Levine. Cast includes 
Dawn Upshaw and Samuel 
Raney; Dec 6, 11 


■ PARIS 

CONCERTS 
Salle PteyeJ 
Tel: 33-1-4561 65 89 
• Orchestra de Paris: 
conducted by Wolfgang 
Sawaltisch in works by 
Beethoven. With soprano Eva 
Mef, tenor David KQbier, bass 
Jan-Hendrik Rootering and Choir 
led by Arthur Oldham; Dec 6 


• Orchestra de Paris: 
conducted by Wolfgang 
SawalBsch in works by 
Beethoven. With piano soloist 
Radu Lupu, soprano Luba 
Orgonasova, mezzo-soprano 
Marianne Roerholm, tenor 
Herbert Lippert, bass Rene Pape. 
Choir led by Arthur Oldham; Dec 
10. 11 

OPERA 

Op6ra National de Paris, Op£ra 
Bastille 

Tet: 33-1-4473 1300 
Der Rosenkavalier. by Strauss. 
New production conducted by 
Edo de Waart in a staging by 
Herbert Wernicke. Cast includes 
Renee Fleming, Susan Graham 
and Barbara Bonney; Dec 6, 1 1 

Opera National de Paris, Palais 
Gamier 

Tet 33-1-43439696 
The Merry Widow: by Franz 
Lehar. Annin Jordan conducts a 
new production directed by 
Jorge LaveUi, with sets by 
Antonio Lagarto; Dec 6, 9, 1 1 

Theatre des Champs Elysees 

Tel: 33-1-49525050 

• Rdeiio: by Beethoven. 
Production staged by Patrice 
Caurier and Moshe Loser, with 
the Orchestra des 
Champs-Elysdes and the Choir of 
the Welsh National Opera 
Conducted by Louis Langr6e; 

Dec 9 

• Leonora: by Beethoven. 
Production staged by Patrice 
Caurier and Moshe Laser, and 
conducted by Louis Langrde. 

With the Orchestra des 
Champs-Efysges and the Choir of 


the Welsh National Opera; Dec 
10 


■ VIENNA 

EXHIBITIONS 

Kunstforum der Bank Austria 
Tel: 43-1-533 2266 
Art and Insanity: wideranging 
survey of file relationship 
between madness and the visual 
arts, from the Baroque to the 
modem. The 350 works on 
display include Gericault's 
portraits of the mentally in, 19th 
century representations of lunatic 
asylums, expressionist works, 
and a selection of works by 
psychotic and schizophrenic 
artists; ends on Monday 


■ TV AND RADIO 

• WORLD SERVICE 
BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

Monday to Friday, Central 
European Time 

• NBC Europe 

10.00: European Money Wheel 
Nonstop live coverage until 15.00 
of European business and the 
financial markets. 

17.30: Financial Times Business 
Tonight 

• CNBC 

0&30: Squawk Box 
10 . 00 : European Money Wheel 
18JXk Financial Totes Business 
Tonight 
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COMMENT & ANALYSIS 



Philip Stephens 


A tighter grip 


T he laws of poli- 
tics are reassert- 
ing themselves. 
Britain's Tony 
Blair is not immune. The 
prime minister has been 
reminded lately, of two 
enduring maxims. Never 
underestimate the capacity 
of others - particularly 
Europe - to wreck the most 
carefully crafted of plans; 
and, when you change 
things, be aware that the 
yelps from the losers will 
always drown out applause 
from the winners. 

In fact, the recent stum- 
bles are remarkable only 
against the backcloth of the 
extraordinary first few 
months of the Blair admin - 
titration. After falling at Sts 
feet, the media have awak- 
ened to the fact that the 
nation is governed by politi- 
cians not seraphlms. Mis- 
takes and squalls are the 
everyday business of mod- 
ern politics. But they come 
as something of a shock 
when a government has 
been supposed impervious 
to such prosaic realities. 

For all that, there is a 
message here for Mr Blair. 
His administration has 
entered its second phase. I 
think the next six months 
will be more important than 
the first in defining its char- 
acter. The master of the big 
picture must show hims elf 
equally proficient in draw- 
ing the One lines of policy- 
making. Direction needs 
detail. It may seem a curi- 
ous comment on so patently 
powerful a prune minister, 
but Mr Blair would be wise 
to tighten his grip. 

Same mistakes are avoid- 
able. The Treasury should 
have anticipated the embar- 
rassingly public rebuff 
, delivered by the finance 
ministers of France and 
Germany to Gordon 
Brown's application to Join 
the EuroX club of single 
currency countries. 

Once the chancellor bad 
ruled out sterling’s partici- 
pation in Emu until at least 
2003. he was never going to 
win sympathy for the Idea 


Tony Blair now needs to show the same command of 
the policy agenda as he does of its presentation 


that he should be given a 
voice in managing the euro. 
As one of Europe's senior 
monetary officials was 
heard to comment, Britain's 
partners, after all, are not 
being offered any say over 
sterling's exchange rate. 

It is a pity, though, that 
Mr Brown invited his. Euro- 
pean colleagues to spell out 
Britain’s second-class status 
with such brutal clarity. As 
far as I can see, there was 
nothing in the way of quiet 
diplomacy to prepare the 
ground for a compromise 
ahead of Mr Brown's 
demarche. The relationship 
between Mr Brown and 
Robin Cook, the foreign sec- 
retary, is icy. So the Foreign 
Office was kept in the dark. 
Nothing changes. As one of 
its officials remarked after 
sterling’s ejection from the 
exchange rate mechanism, 
the Treasury was never 
much good with foreigners. 

So it is left to Mr Blair to 
patch up a deal at next 
week’s Luxembourg sum- 
mit. There are still hopes In 
Downing Street he can per- 
suade Helmut Kohl and Jac- 
ques Chirac to give Britain 
observer status on the 
EuroX council No doubt he 
will explain that being 
forced to the sidelines will 
not help him in persuading 
the country of the virtues of 
European co-operation. 

The prime minister may 
have to be satisfied, though. 


The master of the 


big picture must 
show himself 
equally proficient 
in drawing the 
fine lines of 
policymaking. 
Direction 
needs detail 


with a declaration - no 
doubt as solemn as it is 
flimsy - that the new group 
will not seek to pre-empt 
the decisions of the wider 
EcoGn council. The thought 
occurs that here is an issue 
over which Mr Blair would 
have done better to take the 
lead from the outset. 

The parallel controversy 
of the week - over Mr 
Brown's plans radically to 
reshape tax reliefs on per- 
sonal savings - is of a dif- 
ferent order. The proposal 
to impose a £50,000 cap on 
tax-free saving has been 
characterised as an assault 
on the tax privileges of mid- 
dle En gland . Hardly. 

There are obvious techni- 
cal flaws in a proposal 
drafted in undue haste. But 
the ceiling threatens less 
than 1 per cent of voters. 
Many more should gain 
from the new scheme. For 
all its legendary presenta- 
tional skills.’ the govern- 
ment forgot that losers 
always shout loudest. 

All this, t houg h L is small 
beer compared with the 
coining crunch over public 
spending. The putative 
rebellion in Labour ranks 
against plans to cut benefits 
for lone parents promises to 
be the first of many. Harriet 
Harman, the social security 
secretary, has left no doubt 
that it was a decision dic- 
tated by the chancellor. 

We will soon be hearing 
more of the same from other 
cabinet ministers. The Trea- 
sury has so far refused to 
publish details of Whitehall 
budgets for next year. Open 
government. It seems, is not 
to be confused with releas- 
ing information that it 
judges inconvenient. But 
the Treasury cannot for 
long obscure the realities of 
what amounts to a cut or a 
freeze in resources for many 
public services. 

Herein, I think, lies the 
challenge for Mr Blair. His 
presidential style has many 
strengths. It puts him 
almost above party. He 
speaks for the nation. The 
only trouble with the prime 


CONTRACTS & TENDERS 




par azfoni 


SALE OF SHARES IN 
‘GAS ENERGIA S.pJV 


The Sodetk Italiana per il Gas (Italian Gas Corporation or ITALGAS), a 
company of the ENI, based in Via XX Settembre 41, Turin, Italy, share 
capital ITL 696,781,312,000, enrolled as N° 52/1883 in the Register of 
Companies of Tulin, Intends to seek and select bids from a single 
purchaser for 100% of the share capital of Gas Energia S.p-A. The 
negotiation will concern the sale of 60% of the aforesaid company's 
share capital owned directly try ITALGAS and the remaining 40% owned 
directly by SHAM S.pJV. 


Gas Energia S.pJL, whose legal head office is in Via XX Settembre 41, 
Turin, Italy, enrolled as N° 207 in the Register of Companies of "Rain, has 
a fully paid share capital of ITL 200,000,000 (two hundred miRion Italian 
tire) and provides services for gas and thermal power stations. 

Its main activities in this sector include: 

• Operation of power plants and thermal gas stations involving piping, 
routine and non-routine maintenance mid gas supply. 

• Maintenance of gas power stations (with an output under 35 kW) 
involving the post-meter maintenance (market leader with over 
200,000 customer contracts), check-ups, conversion of equipment, 
commercialisation of plant maintenance products. 


ITALGAS has retained RoloRnance as advisor for this transaction. Any 
interested purchasers may show their interest by sending a brief 
description erf their activities and motivations for this investment by mafl or fax to: 


RoloRnance - fitoto Banco 1473 SpL/L 
Via Zamboni, 20 
40126 Bologna 

Tel. 039-51-6407229 - Fax r 039-51-6407279 
Attn.: Or. Walter Cornell 1 
Attn _• Dr. Stafano Albonettf 


A company overview providing general unreserved information wfll be 
sent to all applicants who reply to the advertisement 
An undertaking to confidentiality and acceptance of the sales procedure 
will subsequently be sent to those applicants who submit a specific 
request and are Incorrtrovert&ly deemed suitable by ITALGAS to participate 
in the takeover procedure. This undertaking shall be returned by 31" 
January 1998. When this document is returned, a complete company 
report will be furnished. 


Intermediaries of any kind will be required to declare on whose behalf 
they are acting. 

This advertisement invites bids and does not seek takeover bids as stated 
in art 1336 of the Italian Civil Code or public saving as stated by ait. 
1/1 8 of Law 21 6/1 974 and subsequent amendments and additions. This 
advertisement and the receipt of any bids do not obfige ITALGAS to transfer 
shares to potential bidders, whBe bidders bear no rights of any land over 
ITALGAS such as the payment of intermediaries and any consulting fees. 


The Italian text of this advertisement will prevail over any translated texts 
published in foreign newspapers. This advertisement and the takeover 
procedure are subject to Italian law. 



FOREST CATE I CORBY) LTD 
NOTICE IS HEREBY GIVEN in . 
accordance with Section 175 of tile 
Compmha An 1485 then 

1. chc above named coopany i~iho 
Company"! In approved a iny i nae out 
of capital for die puipoae of redeeming 
296.797 of in own redeemable 
preference duem. 

2. die amount of die permlinibic capital 
payment for die dines U £396. W. 

3. die dale for the mo) mi on for the 
pay me nt out of capita] a Stdb Nove mb er 


4. 1 natatory deebrecion and BudHore 
report required by reetka 173 of the 
Campanm Act 1085 or available for 
Irapecdofl at die Company 'r regusered 


5. any creditor of fat C ompaq nwy at any 
we wtthn me five *<ecb mm ali i e ty 
(allowing dw dale of the retabKian (or 
(he payment out of capital apply m the 
Court under section 176 of the 
Companies Act 1 IS tar an order 
pddAjng die poynenL 
Drocd: a* Noraj*crl*J7 


COMWNY SECRETARY 


LEGAL 

NOTICES 


Charity Commission 


Charily: 

The British Charitable Fund, 
Paris 


Scheme to amend trusteeship 
of the charity 


Reference: CF-4J862-CD(Ldn) 


The Co mrflissi oners propose 
to make a Schcrtitf for this . 
charity. A copy of the draft. 
Scheme can be seen at 12 
Rue Bar bis. 92300 
Leva! lois- ferret, France, or 
can be obtained by sending a 
stamped addressed envelope 
to St Alban’s House, 57-60 
Haymarket. London SW1Y 
4QX quoting tfae above 
reference. Comments or 
representations can be made 
within one month from today. 


No. 0US23O of 1W7 
IN THE HKJH COURT OP JUSTICE 
CHANCERY DIVISION 
COMPANIES COURT 


IN THE MATTES OF 
HAVAS INTERMEDIATION 
t UK) LOOTED 
-ind- 

1N THE MATTER OF THE 
COMPANIES ACT IMS 


NOTICE IS HEREBY OIVEN die the 
Otricr of the Higb Court of JimUc« 
iCtuncciy EkvMon) dned IWi November 
1997 coB fm id m j the icdaww of eepital of 
the above named Company (phi 
cijjouwno to a JwatKil retd the Mntwc 
approved by die Cm dtowiag wi* reaped 
to the capital at titered the several 
ptrtknliR requncil |>y 4 h above mcndiiocd 
Act msc rtjinered by the Rcpenar of 
Conpadmoa 210 Nevonber 1W7. 

DATED Hu 2nd itay of December 1W7 

WOdeSapte 

l.nntPtaco 

London EC*M 7W5W 
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Other factors to be addressed in 


minister, (me Tory activist 
told me this week, was that 
he is not leader of the Con- 
servative party. 

But there is a downside. 
Mr Blair risks the impres- 
sion that he Is more inter- i 
ested in the marketing than j 
in the substance of policy. | 
The big picture doesn’t 
seem to leave room for the j 
detail. 

I think this characterisa- 
tion unfeir. Each of the pol- 
icy documents pouring out 
of the big Whitehall depart- 
ments has been carefully 
negotiated with the prime 
minister. I have not heard 
Cabinet ^ mplafn - 

Ing about a light touch to 
No 10. And, as we saw last 
month over tfae single cur- 
rency, he is not averse to 
overruling his minis ters. 
But. as Mr Blair knows, 
impressions count 

He might take a cue here 
from Baroness Thatcher. I 
am told the two have met 
several times since the elec- 
tion. Her premiership was 
hit by more than its fair 
share of storms in the early 
years. She weathered them 
because the nation knew 
where she was heading. 
Whatever the occasional 
detour, the destination was 
always marked out 

The image was sbaped 
only in part by her rhetoric 
- U-turn if you want to, the 
Lady’s Not for Turning, fits 
essential reinforcement was 
a sense that she had fall 
command of the policy- 
making process. She was 
never comfortable unless 
she knew more than her 
ministers did. 

In the big areas of welfare 
reform, public spending pri- 
orities and Europe, Mr Blur 
would do well to aim for the 
same dominance. Voters 
need persuading they are 
governed with a purpose. 
That demands of Mr Blair a 
command of policy as well 
as presentation. Someone 
has to explain that cuts in 
lone parent benefits serve a 
better purpose than sticking 
to the last government's 
spending targets. 


cotton anti-dumping complaint 


Widen fair 
tax net 


From Mr Jose Alexandre 
OUoam. 

Sir, Neil Buckley’s article 
"Commission feces fight on 
cotton anti-dumping" 
(December 2) invites three 
important qualifications.. 

First the ‘’complaint’' 
brought by Broome & Wel- 
lington is to feet an applica- 
tion before the European 
Coart of First Instance, Lux- 
embourg. Since this is a judi- 
cial matter, your reference 
to the political support 
brought by Criet, the whole- 
salers' organisation, BEUC, 
the fy ypniTT^ pr organisation, 
and certain MEPs is irrele- 
vant to “complaint" . 

Second, there are two 
sides to every dispute. Sev- 
eral weeks before Broome & . 
Wellington filed its case, 
Eurocoton made an applica- 
tion to the same court claim- 
ing that the EU Council 
acted illegally by rejecting 
the commission's proposal 
for definitive duties. Both 


cases are still at the stage of 
written argument and -it will 
be some time before the . 
court’s verdict is known. 

In the meantime, the polit- 
ical debate continues in rela- 
tion to the new anti- 
dumping investigation now 
being conducted by the com- 
mission. It is not generally 
known that, although a 
majority of the EU member 
states rejected the commis- 
sion's proposal back to May, 
a majority of them also sup- 
ported the opening of a new 
investigation. Thus the 
member states have not shut 
the door on taking future 
action to protect the cotton 
weaving industry against 
unfair dumping practices. 

Ensuring the fiiture of the 
European textile industry as 
a whole requires a delicate 
balancing act between short 
term political Interests and 
the long term strategic inter- 
est of the European Commu- 
nity (including the UK) as a 


whole. Eurocoton’s view is 
that it would be folly to - 
allow unfair dumping prac- 
tices to destroy Europe’s 
highly efficient and interna- 
tionally competitive weaving 
industry. The rules of inter- 
national fair trade should 
not be ignored just to give 
the importing sector of the 
finishing industry an unfeir 
competitive advantage over 
the rest of the textile indus- 
try. It must not be forgotten 
that, in justified cases, mea- 
sures can also be taken to 
ensure that unfair interna- 
tional trading practices do 
not damage the textile fin- 
ishing Industry, and that is 
the best safeguard for the 
industry’s long term future, 
not the destruction of the 
cotton weaving industry. 


Josd Alexandre Oliveira, 
president. 

Eurocoton, 

24, Rue Montoy er, 

1000 Brussels, Belgium 


From AfrAndri Cladong. 

Sir, Now that the finance 
ministers of the member 
states of the European Union 
have agreed in principle on a 
voluntary code to limit 
unfair tax competition 
<“ ‘Harmful tax competition' 
code agreed”, December 2), 1 
suggest that the European 
Commission’s own 
competition directorate 
ought to launch an inquiry 
into the code under article 85 
of the treaty. 

All that is required is to 
extend the rules applying to 
undertakings (the private 
sector presumably) to the 
largest undertaking of all in 
every member state, that is, 
the government 

Should the governments 
be found hi a dominant 
position, article 86 would 
of course be more 
appropriate. 


Too easy to rely on financial rescue? 


Amdrd Clodong, 

rue de Bo is Mastrade IS, 

1380Lasne. 

Belgium 


From Mr Z.H. Schlass. 

Sir. Lex (“Aslan flu”, 
November 28) rightly puts 
some of the blame for cur- 
rent financial troubles in the 
area on the debtor countries. 
However, for every borrower 
there is a lender. The ques- 
tion therefore arises: Do the 
decision-makers in banks 
»r>d other financial institu- 
tions. en masse, keep show- 
ing bad judgment repeatedly 
and in similar situations? Or 
does our monetary and 


financ ial regime currently 
provide signals and incen- 
tives which are inappropri- 
ate? 

The eagerness with which 

<tffir-i«l financing is OOW 

being provided in order to 
allow those lenders to be 
repaid in full and on time, 
points to the second possibil- 
ity. So does the thought that 
those problems have been 
allowed to build up over 
long periods, so that by now 
such rescues have become 


inevitable. If potentially 
disastrous developments are 
to be avoided. 

The trouble is that, by act- 
ing in this way, we may be 
strengthening the tendency 
for the system to go wrong 
again. A search for more 
fundamental solutions seems 
desirable. 


Pull plug on 
new system 


Z.H. Schloss, 

49 Dorset Drive, 
Edgware, 

Middlesex HAS TNT, UK 


Study history for a lesson on liquidity 


From Mr Warren Edwardes. 

Sir, In "Poll paralysis grips 
Seoul" (November 27) you 
report that the International 
Monetary Fund criticised 
Korean banks for relying on 
short-term foreign loans 
leaving the nation vulnera- 
ble to a liquidity crisis. So 


true. Continental Illinois and 
so many other cases have 
shown that contrary to the 
text-book view, liquidity 
management is not about 
holding gilts or T-bonds but 
about diversifying liabilities. 
Rather than get fixated over 
macho exotic options, bank- 


ers the world over should 
study history. 


Warren Edwardes, 
managing director. 

Delphi Risk Management 
3 Hyde Park Steps, 

St George's Fields, 
London W2 2YQ 


From Mr Justin Brooke. 

Sir. Having been played 
for a sucker by the new Lon- 
don stock exchange elec- 
tronic trading system. 1 have 
been following your reports 
with considerable interest 
The message is clear. The 
stock exchange must return 
to a system of a free market 
in all quoted securities, such 
as investors enjoyed in the 
old days before the exchange 
went electronic and its man- 
agement fell into the bands 
of people lacking foresight 
Can the Financial Times 
lead a crusade for the return 
of orderly markets? 


Justin Brooke, 
Chymorvah Vean, 
Marazioo, 

Cornwall TR16 ODQ, UK 


Mark Nicholson argues that India is fated to have weak 
coalition governments and asks whether this would be so bad 


The centre cannot hold 


“Nobody wants an election,'* 
ran this week’s coverltoe of 
Outlook, a popular Indian 
magazine. Not even the Con- 
gress party, apparently, 
which has nonetheless pro- 
pelled India’s 600m voters 
into a second poll within two 
years. 

The lack of appetite for 
mid-term elections was high- 
lighted by this week's 
unseemly scramble by both 
Congress and the opposition 
Bharatiya Janata party to 
construct alternative govern- 
ments. But Congress could 
not split the 15-party United 
Front coalition. Hie. Hindu 
revivalist BJP felled to woo 
enough defectors away from 
a divided Congress. 

So why, if Congress was so 
reluctant to face the voters, 
did it -bring down the gov- 
ernment? And what if pun : 
dits are right that India has 
entered an era of coalition 
governments, does this bout 
of instability say about gov- 
erning a giant poor country 
undergoing economic reform 
and long-overdue integration 
into the world economy? 

The answer to the first 
question lies largely in Con- 
gress's unwillingness . to ' 
accept that it has lost its . 
political dominance. The 
party that has ruled India 
for all but five years of inde- 
pendence has suffered more 
than any other from the con- 
sequences of the big political 
Shifts since the 1980s: power 
has been moving from rich 
to poor, from the upper to 
lower castes and from the 
centre (Delhi) to the regions. 

As Congress lost ground in 
the previous election to 
regional, caste and other 
parties, its share of the vote 
sank to a historic low of less 
than 30 per cent For the 
first time the party came 
second to the BJP. 

Most neutral observers, 
and some Congress leaders, 
believe the party will fere 
even worse in the coming 
polls, arguing it has been 
unable to restructure or 
revive itselt But frustrated 
by the impotence of being 
outside government for the 
past is months, some of its 
leaders forced the recent cri- 
sis anyway. They did this in 
the hope, it seems, of turn- 
ing the issue of Rajiv Gand- ■ 
hi's assassination in 1991 to 
their electoral advantage. 

The opportunity arose 
when an official report 
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The Gandhi factor a street vendor sells a Raj tv poster 


claimed that a government- 
coalition partner from Tamil 
Nadu had fostered links with 
Gandhi's Sri T-anitan Tamil 
Tiger assassins. 

Congress is taking a risk. 
Polls suggest the issues that 
count to this election (as to 
the previous one) will be the 
'quality of roads, electricity 
.supplies, wells and clean 
water, schools and health 
clinics. It is partly. the paro- 
chialism of these themes, 
and a general cynicism 
about the ability of the Del- 
hi-centric Congress -to 
deliver, 'that bias spurred the 
growth of smaller, regional 
parties. 

So what does the election 
say about the prospects of 
governing such a country? 
Both the BJP and Congress 
will enter the election argu- 
ing that it is time to return 
to a strong, decisive central 
government after the disrup- 
tive fragility of coalition gov- 
ernment. India , they claim, 
is fundamentally a two-party 
state. 

The chief national issue is 
"stability", though seitior 
Congress leaders concede 
that, having upset a govern- 
ment twice within the past 
seven months, their claim to 
offer stable government may 
now ring hollow. And 
another fractured result, 
they say, would herald fur- 
ther political instability. 

If the big parties' claims 
are right, the election Is wor- 
rying since available evi- 
dence suggests that neither 
party can achieve a govern- 


ing majority on its own. Nei- 
ther appears likely to win 
more than 30 per cent of the 
vote. 

But are the claims right? 
The past 18 months of coali- 
tion rule might suggest oth- 
erwise. 

As UF leaders repeatedly 
insisted over the weekend, 
their coalition did not, as 
was widely predicted, fall 
because of its internal con- 
tradictions, acute as these 
were. The UF, which united 
chiefly to keep the BJP from 
power,, embraced free 
marketeers like P. Chidam- 
baram, the reformist finance 
minister, and unreformed 
communists. 

Yet, as many commenta- 
tors pointed out over the 
weekend, the UF's record 
has much to commend it In 
spite of its ideological dispar- 
ity it m anaged to push for- 
ward India’s economic 
reform programme further 
than even the previous 
majority Congress govern- 
ment, which launched 
India's economic liberalisa- 
tion to 199L in its last two 
years of office. 

The UF cat taxes a nj tar- 
iffs (more modestly). It eased 
the path for foreign inves- 
tors and somewhat reduced 
the amount of Fed tape. It 
committed India, for the first 
time, to phasing out 40-year- 
old controls on consumer 
imports, broached new avia- 
tion and broadcast policies, 
pushed through more finan- 
cial sector reforms and 
un veiled a plan to deregulate 


India’s oil and gas industry. 

There were failures, of 
course. In particular, the UF 
stalled at introducing even a 
modicum of liberalisation 
Into the state-monopolised 
insurance sector, made only 
limited gestures towards pri- 
vatisation and, expensively, 
caved to to public sector 
unions over pay. 

But on balance the suppos- 
edly weak coalition did more 
than the ostensibly strong 
national governments of the 
past The previous Congress 
government had baulked at 
many of the UP’S reforms. 

The moral is. therefore, 
that coalition governments 
can work. Moreover, it is 
desirable that India makes 
coalition government func- 
tion as a system. No country 
is as religiously, culturally, 
regionally or linguistically 
diverse. Few must cope with 
anything as complex as 
India’s pervasive caste sys- 
tem. 

In the last elections, just 
over half India's voters 
elected representatives from 
more than 20 small parties 
representing regional inter- 
ests. This pattern is almost 
certain to be repeated this 
time. 

“The political preferences 
have not changed since 
then," says Yogendra Yadav. 
a political scientist with the 
Centre for the Study of 
Developing Societies in 
Delhi. “Alliances can, 
though, and it is these which 
will decide the election." 

These alliances have 
already begun forming and 
could be seen even to the 
political manoeuvring by the 
two big parties over the past 
few days, as they sought to 
patch together an alterna- 
tive to the UF government 
In spite of themselves, there- 
fore, both the Congress and 
BJP parties have begun to 
countenance coalition gov- 
ernment. Either may emerge 
as the nucleus of the next 
Coalition government. 

If and when they do, there 
will have been a shift 
towards greater decentralise: 
tion, with regional or caste 
parties holding the balance 
of power. 

After the next elections,- - 
the small parties will likely 
be in a position to hold to 
ransom a Congress or BJP- 
led coalition - rather than 
the coalition being hostage . 
to the bigger party. - 
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. faces its second general 
ion in two years. Its out- 

• * is likely to be more of the 
- •: possibly another minority 

mmcnt, probably another 
-. don and, almost certainly, 
nued slow-motion reform, 
he election is not a costless 
ise: with the fiscal position 
mg and the economy weak, 
n certainty and delay must 

Ute damaging 

ther of the two big parties 
ely to gain more than 30 
' ent of the vote. Given the 
iathy to the Hlndu- 
- alist Bharatiya Janata 
. the next government is 
likely to operate with at 
Congress’s acquiescence, 
the outcome is indeed 

• Jer Congress-supported 
Jon, or one with Congress 

r^dpatlon, little is likely to 
in either the direction or 
'of economic reform. That 
P|;jbe no bad thing. The pres- 
•^i-party United Front coali- 
las done a respectable job, 
though there are worries 
fiscal Indiscip line and the 
progress of reforms, nota- 
' the public sector. 

fact that nothing much 
change is not that surpris- 
olicy differences had noth- 
» do with the decision by 
■ess to bring the govem- 
down. The leadership of a 
ly and intellectually bank- 
longress merely decided to 
>t power. It has failed, 
le BJP is to gain a hand in 


power, it must do exceptionally 
well. How much difference 
might it then make? a BJP gov- 
ernment would alter the empha- 
sis of policy, though probably 
not its fundamental direction. 
India would probably show 
greater: hostility to inward for- 
eign investment and more resis- 
tance to liberalisation of 
imports of consumer goods. But , 
the party might accelerate 
reform of both the public sector | 
and the position of organised 
labour, since it has little attach- 
ment to either sacred cow. 

Yet the biggest concerns 
about the BJP are not over its 
attitudes to economics but 
rather over whether its caste 
and communal attachments 
would ftostahiiigg Indian society 
and politics. A part of the 
answer is that they could do so 
only if the BJP were to gain 
power on its own. This outcome 
seems quite unlikely. 

In all, the election is a nui- 
sance. It will presumably con- 
firm that this diverse colossus is 
destined to a series of weak gov- 
ernments. Yet this may not mat- 
ter. the reforms of the 1990s 
have all been introduced by 
minority or coalition govern- 
ments. In today's India the 
broad direction of policy is 
agreed, but movement along the 
road is never going to be fast, 
purposive or coherent That was 
true before the government fen. 

It is likely to remain just as true 
after the forthcoming election. 
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rveral hours today, senior 
Is of the US and the Euro- 
Jnion will meet in Wash- 
for what is billed as a 
uaj s ummi t. Bill Clinton. 
5 president, will grace the 
on with his presence, but 
riefly. The EU side will be 
Jacques San ter, president 
European Commission, 
san-Claude Juncker, the 
ibourg prime minister, 
• country holds the EU 
ency until December 31. 

-e are a variety of issues 
1 discussed, some of which 
jute sensitive and capable 
iplicatmg the smooth flow 
nsatlantic relations. But 
t anyone expects this 
ig to resolve them. The 
ie does not have a real 
ite to negotiate, and the 
therefore scarcely inter- 
The meeting is more of 
mbarrassment than a 
e for a meeting of 

1 bi- annual summits have 
ping for the past couple 
-s, since the Transatlantic 
ess Dialogue was 
ied in Spain to raise the 
of EU-US relations. The 
ts were supposed to gal- 
lower-level officialdom 
rtion. The problem Is that 
is more form than sub- 
to the occasions. They 
veil become counterprod- 

not as if EU-US relations 
sy. On the trade front. 


there are ongoing, disputes over 
EU controls to curb “mad cow” 
disease, which could hit US 
pharmaceutical exports; and 
over US extra-territorial legisla- 
tion. such as the Helms-Burton 
Act and Iran-Libya Sanctions 
Act, which seek to punish 
non-US companies Investing in 
Cuba, Iran and Libya. There 
will be an attempt to reach a 
joint position on the vexed ques- 
tion of trade on the internet 
which the US wants left unregu- 
lated, and some members of the 
EU would prefer to control. 

Washington wants to raise 
the question of Turkey’s desire 
to join the EU, and urge the 
Europeans not to slam the door 
when they discuss potential 
applicants at their December 
summit meeting. The US also 
wants to raise its concerns 
about the lack of economic 
progress in Ukraine, and the 
explosive situation in the Alba- 
nian-populated territory of Kos- 
ovo, in former Yugoslavia. 

But these are all questions to 
which Messrs Santer and 
Juncker are scarcely in a posi- 
tion to respond. If the EU had a 
more substantial responsibility 
for foreign and security policy, 
it might make the summits 
worthwhile. Or if they were less 
frequent, and more broadly 
based on the EU side, involving 
several member states. Mr Clin- 
ton can scarcely be blamed if he 
thinks the present exercise irrel- 
evant 
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ivemment’s moratorium 
building of new gas-fired 
aty plant is badly timed, 
ddered and inconsistent 
s policy of reducing car- 
lissdons to combat global 
ig. Even as a political sqp 
jut’s back bench support- 
fhe coal industry, it is 

is a cheaper, cleaner and 
iffieient fuel for power 
don than coal. It is also 
mt. Private generating 
lies have therefore built 
d plant for good coramer- 
asons, which also make 
or consumers. Tbe move 
Iped to reduce the UK’s 
>ns of greenhouse gases 
riot® pollutants, 
should the government 
to abandon so many 
ages? Tony Blair, the 
minister, gave one 
in the Cpmmans: “We 

> preserve as much of the 
toed coal industry as we 
i can." But this would be 
■cal fix with a doubtful 
Because of long con- 
>n lead times, any move 
~om gas will be too late 
tbe workers of RJB Min- 
ie choice in most cases 
between North Sea gas 
jap imported coaL 
iver ineffective it may 
the moratorium looks 
rther instance of the gov- 
it's willingness to trim 
o help its friends. Fra* a 
gas-fired plant was one 
ries of feather-bedding 
Is, which mining inter- 


ests had put to the government 
in an effort to protect coal’s 
market share. 

Ministers will reply that they 
were acting in response to anxi- 
eties from the National Grid, 
operator of the electricity net- 
work, about tbe danger of exces- 
sive dependence on gas. The 
grid believes supply networks 
might not be able to cope at 
times of peak demand for gas 
and electricity. 

This is a matter for legitimate 
debate. It calls for study, b ut it 
is hardly so urgent as to justify 
a moratorium on new building. 
By 2000, gas will be used to gen- 
erate 36 per cent of UK electrio 

ity compared with 31 per cent, 
from nuclear power and 20 per 
cent from cod. This is by no 
means a worrying balance - 
certainly not by comparison 
with Britain’s past over-depen- 
dence on coal and the vulnera- 
bility to disruption that caused. 

If long term electricity supply 
were seriously In danger, the 
industry's regulator would have 
heard about it But it seems he 
was not consulted - and is not 
worried. Market mechanisms 
within the industry can adjust 
different kinds of supply to peak 
demand. And there is time 
enough to look for diversified 
sources of natural gas. If that 
proves necessary- 

Ministers who meddle with 
electricity usually make a mess 
of it New Labour must not be 
tempted by those bid tricks. Pri- 
vatisation has changed the rules 
of the game- 


COMMENT & ANALYSIS 


Riding to the rescue 

Gerard Baker looks at the US role in the international bail-out 
for Korea and at the problems that might ensue 

T he $55bn rescue pack- t -*— >, — s. 

age for South Korea is A 

easily the largest in «s£fty\ __ 

the International Mon- 

etary Fund’s 50-year « / i 


T he $55bn rescue pack- 
age for Sooth Korea is 
easily the largest in 
the International Mon- 
etary Fund’s 50-year 
history. It exceeds the famous 
bailouts for Mexico in the 1990s, 
several Latin American countries 
in the 1980s and the UK in the 
1970s. It also comes at a time 
when fund has arranged bail- 
outs worth $37bn for Indonesia 
and $17bn for Thailand. 

It is not just the financial scale 
of the response that is so stri- 
king, , but its geographical 
breadth. For the first time since 
the Asian crisis broke this sum- 
mer, European governments are 
to contribute a small but sym- 
bolic amount to the package. 
They, along with the US, Japan. 
Canada and Australia are to pro- 
vide a “second line of defence", 
ready if needed, to supplement 
the main IMF loan of $2lbn. 
World Bank funds of glObn and 
an Asian Development Bank 
advance of $4bn. 

Officials of the IMF ami the US 
were anxious to play down expec- 
tations that the signing of the 
Korean agreement marks the 
turning point in the Asian finan- 
cial crisis that broke this sum- 
mer. But they are clearly hoping 
that such an unprecedented show 
of strength will surely stop the 
rot and begin the process of 
recovery. 

“It was our judgment, with 
TTimaasing force over the last two 
weeks, that it was important the 
Korean authorities move 
quickly” a senior US Treasury 
official said thia week. This was 
in view of what the US saw as “a 
deteriorating situation that we 
thoug ht had important ramifica- 
tions beyond Korea". 

The US and the IMF certainly 
need this Korean mega-deal to be 
a success because it is tbe most 
serious test yet of the strategy for 
dealing with the financial crisis 
that continues to rage over much 
of Asia. For though criticism so 
far of the . US and the IMF has 
been muted, there are signs of 
growing discontent in Washing- 
ton and elsewhere with the strat- 
egy they have pursued. 

The approach so far has been a 
mixture of the traditional - plac- 
ing the. IMF at the centre of 
efforts to restore stability, and 
the relatively novel - the US and 
other countries, in recognition of 
the potential global implications 
of tbe crisis, standing ready to 
commit funds they hope never to 
have to lend should things turn 
out worse than expected. 

Tbe defenders of the strategy 
argue that it is the right one for 
dealing with the modem world 
economy - an era of globalised 
capital markets, rapid technologi- 
cal change that enables billions 
of dollars to be transferred 
between countries at a moment's 
notice, and economic interdepen- 
dency that makes even the once 



as 




mighty US economy vulnerable 
to shocks from emerging mar- 
kets. 

The Asian crisis represents 
“the first 2lst century financial 
crisis in terms of the speed at 
which it has been propagated" 
throughout the world, says a 
senior US official. Tt to to be 
hoped that the changes we are 
introducing will help to produce 
a 2ist century economy.” 

Few doubt that the strategy is 
essentially American in design. 
As the world’s leading economy 
and largest contributor to the 
IMF and other multilateral lend- 
ers, tbe US has taken the lead in 
forging the architecture of the 
agreement It batted away plans 
by some Aslan countries for a 
specifically Aslan response to the 
crisis arguing it was right to let 
the institution with widespread 
international hacking and appro- 
priate expertise in the field - the 
IMF - act to restore stability by 
providing loans In exchange for 
tough reforms. 

Up to now. the approach has 
met little resistance, but the 
scale of the Korean deal has 
forced critics of the US strategy 
out into the open this week. 

Democrats and Republicans are 
unhappy at what they see as 
potentially large US commit- 


ments to support Asian countries 
that are competing with US 
exporters. Jim Saxton, the chair- 
man of the Joint Economic Com- 
mittee of the congress, said the 
US approach Involved “the bail- 
out of our trade partners”. 

The niintnn administration baa 
pointed out that the sums com- 
mitted by the US itself are rela- 
tively small - and that all the 
leading industrialised countries 
are involved in the stabilisation 
efforts. 

J apan, in particular, bas 
offered huge sums; prom- 
ising up to SlObn for 
Korea, If need be, or 
nearly half the total from 
rich countries. Tbe US has 
also pressed Japan to do still 
mare to help Asian countries by 
stimulating domestic demand 
But it has also ensured that the 
kind of IMF reforms forced on 
Asian economies help US export- 
ers by liberalising trade and capi- 
tal markets. US officials were 
anxious to stress this week, for 
example that the Korean agree- 
ment would lead to increased 
opportunities for US banks to 
operate in Korea. 

Yet it is this reliance on the 
IMF that may in the end provoke 
a much larger debate both within 


E urope has managed to 
avoid being completely 
sidelined in the South 
Korean rescue package 
led by the International Mone- 
tary Fund. But it is in the second 
division, playing a subsidiary - 
even a symbolic - role. 

Britain, France. Germany and 
Italy, the four European mem- 
bers of the G7 group of indus- 
trial nations, have pledged S5bn 
in equal portions ofS1^5bn. The 
money is described by French 
officials as a “second line of 
defence” for South Korea. 

Regardless of whether these 
contingency funds ever need to 


EU plays second fiddle 


he used, much is being made in 
Paris of the EU effort It is seen 
as a precursor of the kind of 
co-operation that should develop 
as the future euro-zone acquires 
an international policy dimen- 
sion. The Frajch also point out 
that it to a reversal of Germany’s 
attitude to the 1994-95 Mexican 
crisis, which the Bundesbank 
regarded as a regional affair. 

Bonn has been more cautions 
than Paris about the Korean Ini- 


tiative. Germany is anxious to 
avoid any suggestion that fed- 
eral funds will be spent. It recog- 
nises the need to be present in 
the regional initiative bnt 
believes the pledge means, at 
best, the provision of guarantees 
to hank* taiiHng to Korea. 

Italy is reported to have 
endorsed the idea of the $5bn 
package largely because tt 
wished to enhance its credentials 
as a future member of the euro. 


The UK has also backed the idea 
of a European G7 initiative 
partly because it wants to under- 
line its determination to play a 
leading role to EU politics even 
though it will not be in the first 
wave of euro entrants. 

Details of the 35bn offer are 
still vague, hut the four have 
demanded heavy conditionality 
and want the facility to be made 
available only after the initial 
IMF tranches have been used up. 


O B S E R V E R 


sleeps easy 

■ Jnst what is happening to 
- Japan's tabled mountain of 

personal savtogS? The tidy sum 

■ of Y12JMGbn has bam . 
withdrawn from Yamaichi 
Securities ovear the last two 
months, large - If tmdisclosed - 

. amounts ware taken out of 
Sanyo Securities and Hokkaido - 
Takushdku bank. Depositors 
have also been withdrawing 
cash from Y-asuda Trust and 
.other financial sector weaklings, 
though no-one’s saying exactly 
how much. 

■ Some has found its way into 
the vaults of other Japanese 
banks: Bank of TbtToJSfitsubtohi 

■ sucked in* Y450bn last month. 

“ Foreign banks are also feeling 
-the beneflt_Tha queue to open 
account& at Citibank is growing - 
by the day and the US bank is ' 
trying to capitalise by pushing . 
leafletettmmgb. Tokyo doors. ~ 

' But this doesn’t account for 
anywhere near alLthe missing 
. billions. The national postal 
savings system, which nannaDy 
. does weOl in troubled times, says 
it has not seen any rise in 
deposits. 

“We just don’t know where the 
money isj confesses rase 

g ove r n ment official- 

. .Perhaps the best clue comes 
from a71-year-oM pens io ner 
interviewed <m Japanese TV 


standing in a queue outside a . 
Yamaichi bwmnh ~ “I am keeping 
all my money Jmdermy bed in a 
jartrom n ow an,” she said. “And 
so are all my 'friends." 


Old roller 

■ Boris Yeltsin brought his own 
Zil limousine for his fbree-day . 
visit to Sweden, but the Russian 
delegation was 'still' keen to test ~ 
the metUe of Scandinavian 
motors.^ Volvo dxdynbligedby 
staging a crash testi a car -‘ 
complete with dummies was 
driven into a wall, thereby 
demonstrating the marques * . 
legendary durability- 
Tbe same -cannot be said for - ■ - 
YeKstn, wbfr looked wobWy r *. 
throughout hisSwedishjnriket 
Tfcs presideht cancelled Ms visit 
to Volvo’s Gothenburg ' 


deputy prime ministea' Boris'^ 
Nemtsov to go Instead. No - . - 
rtfnHai explanation for the late 
switch- but perhaps the vintage 
Yeltsin didn't fancy the extra . 

mileage. 


Options open.. 

■ Stock options have showered: 
wealth on all brnds of 
Americans, no-one more than 
di v orc e lawyers. GE Capital boss ■ 
Gary Wendt this week concluded' 
hto divorce settlement in a . - 
Connecticut court after two : 


.years of earnest debate about 
. the role of a "corporate wife" in 
he- husband’s glittering career. 

. But, in the end. the case boQed 
dowu.to a less emotive issue: 

- niind-boggEng calculations and 
argmnente about the value of 

' Wendt's stock options. 

' This is^ no small matter. Since 
the case began, Wendt's wealth 
appears .to have doubled thanks 
to ins options package. But tbe 

uricertatnvalue of options 

makes the finwi settlement 

- difficult to judge. Mrs Wendt 

' certainly seems to have won - 
-more than her husband offered - 
' a scarcely paltry J8m - bnt less 
titwn the 50 per cent of his . 

- aha filaftmurL Either 
way, neither, of them will go 
■hdSgEj. And after two years of 
wrangling, neither will their 
lawyers;- - 


Comedown 

■ The world's turned upside 
down for Tran. Khoung Dan, 
Yietnam’s first celebrity ■ 
inventor. For. months the forma; 
■hnfldingcon^^ 
bo fttaltgt bac been haflod as a 
nuHVmal bur p for discovering a 
unique herbal cure for heroin 
addiction. Yesterday Hanoi 
banned Dan from .treating 
patients or making medicine 
aftera fatality at one of his 
clinics. 

- Dan reckons Ms wonder-drug 
can get the better of heroin. 


cocaine and opium addiction 
within five days. Hto claims were 
met with scepticism by . 
international scientists — bnt 
that didn't step his potion 
becoming the focus of the first 
scientific co-operation between 
thp US and Vietnam since 
relations were restored in 1996. 

The setback has caused 
intense embarrassment in 
Hanoi There are also a few 
worried faces over at the United 
Nations, which invested $400,000 
to fund tests at Johns Hopkins 
Univereity in Baltimore and 
Virginia Commonwealth 
Univ ers ity . Trials wifi continue 
in yietnanrunder gfcate 
supervision - but Danis no 
longer the - 


Storming stiff 

■ Talk of “the Pacific century” 
may sound a little hollow amid 

fhg rr awh nf farmhEttff tiffw. 

economies, but at least Asian 
identity will be stamped on the 
region’s storms. This week’s 
meeting of the ESCAP/WMO 
Typhoon Committee -the 
region's typhoon trouble . 
shooters - decided to use Asian 
names for seasonal storms from 
the year 2000. 

So out go Linda . Frrti. Winnie : 
and Rosie, some of tbe western 
names issued by the US typhoon 
warning centre in Guam, And 
batten down the hatches for 
Typhoon Wong. 




the US and in the rest of the 
world. There is growing criticism 
of the IMF’s approach to the cri- 
sis, which opponents argue to not 
appropriately tuned to the needs 
of Asian economies. 

The IMF's critics accuse tt of 
adopting a "one-size fits all" 
approach to dealing with coun- 
tries' financial problems. The pol- 
icies it foisted on Latin American 
countries in the 1980s debt crisis 
may have been appropriate then, 
but they do not apply to the cur- 
rent Asian problems. 

"The Asian countries in crisis 
are suffering from a bout of mar- 
ket panic, not the results of inter- 
nal economic profligacy”, says 
Jeffrey Sachs, director of the 
Institute for International Devel- 
opment at Harvard University 
and a fervent IMF critic. “The 
Korean economy, for example, 
has enjoyed perhaps the greatest 
economic success in the world 
over 40 years, based on sound 
fundamentals. It makes no sense 
to force them to change their 
entire system in a month." 

While acknowledging the weak- 
nesses of Asian economies, IMF 
critics say their basic economic 
strengths - high savings, sound 
government finances, friendli- 
ness towards external markets, 
significant industrial upgrading 




over a long period of time - 
mean that what they need is 
short term assistance, not the 
kind of structural reforms the 
IMF will force on them. 

The IMF, with the backing of 
the US Treasury, rejects these 
claims, saying it tailors its 
response to the needs of individ- 
ual countries, and that the 
reforms to be undertaken In 
Korea and elsewhere in Asia are 
necessary to restore international 
confidence. 

But political attention to the 
IMF’s role in Washington is 
growing. Jack Kemp, one of the 
leading Republican contenders 
for the party's presidential nomi- 
nation in 2000, signalled the 
potential this issue has for politi- 
caf controversy this week when 
be said: “The IMF drives a Faust- 
ian bargain with countries in eco- 
nomic distress. In exchange for 
these loans tbe IMF demands a 
poisonous mix of slower growth, 
currency devaluation and fiscal 
austerity, which usually results 
in higher taxes." 

At the moment, such voices are 
heard largely from the sidelines. 
But if the Asian problems con- 
tinue to spread, it seems certain 
that the current strategy will be 
in for some much fiercer criti- 


The modesty of this contribu- 
tion has not prevented an ele- 
ment of friction creeping into 
EU-US relations. The prospect of 
Europe demonstrating its will to 
evolve an international policy 
for the euro appears to have 
aroused some concent in the US. 

Asian countries themselves 
had wanted to treat the matter 
as a regional affair. The EU was 
only allowed to attend a crisis 
session in Manila last month as 
an observer and was kept out- 
side for much of the discussion. 

Robert Graham 
Peter Norman 


50 years ago 

South American Outlook 
That conditions in Latin 
America may reasonably be 
said to be “relatively 
favourable" is the conclusion 
drawn by Lord Wardington, 
nhairmnn of the Bank of 
London and South America, 
after a full survey of 
conditions in the seventeen 
countries served by tbe bank. 
“Matters are not so out of 
hand anywhere that they 
could not be remedied by wise 
states manshi p," he said. 

Canada Food Pact 
The delay in the 
announcement of the detail of 
the Canadlan-U.K. food 
agreements to causing some 
concem, and has set afloat 
rumours that the Dominion 
Government to disappointed 
and displeased with Britain’s 
reported intention to reduce 
imports of some foods and 
seek an increase in shipments 
of coarse grains with a view 
to feeding livestock, which 
will mown smaller purchases 
of meats from Canada. One 
view expressed concerns over 
the effect of these reductions 
on Canadian formers, who, it 
is said, accepted a four years 
wheat agreement at much 
lower than world prices on 
the understandi ng that large 
purchases of other food 
products would largely 
compensate for underpriced 

wheat 
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Dublin set to give up 

its claim on Ulster draw for 


By John Kampfhar and John 
Murray Brown In Dub&n 


The government of Ireland Is 
prepared to enshrine in the 
republic's constitution the 
right of the majority of the 
people of Northern Ireland to 
determine their future 

However it will not explic- 
itly recognise British sover- 
eignty over Northern Ireland, 
Bertie Ahem, Irish prime min- 
ister, said yesterday. 

The offer is aimed at defus- 
ing anxiety among the union- 
ist majority in Ulster over the 
claims in the republic’s consti- 
tution to sovereignty over the 
entire island. 

But Mr Ahern said in a 
Financial Times Interview that 
his proposed revisions would 
remove any absolute claim by 
the republic to sovereignty 
over Northern Ireland but 
would not recognise explicitly 
British sovereignty. 

“It is not the appropriate 
place for our constitution to 
say what the United Kingdom 
consists of. That is not the 
fhnction of our constitution.” 


be said. Giving Dublin's most 
detailed assessment yet of the 
outlines of a future settlement 
of the dispute over Ulster. Mr 
Ahem also said he would be 
happy to see David Trimble, 
Ulster Unionist leader, become 
head of a Northern Ireland 
administration. 

He suggested the target date 
of next May, set by Tony Blair, 
the UK prime minister, for 
completing the current all- 
party taUre was “not unrealis- 
tic", adding thaf “phenomenal 
progress” towards a deal satis- 
factory to unionists and 
nationalists bad been made in 
recent months. 

Mr Ahem envisaged the pro- 
posed revisions to the constitu- 
tion would be part of a single 
question to be put to voters In 
the Irish republic to ratify a 
new settlement. This would 
take place simultaneously with 
a referendum in the North. 

He said a new North-South 
cross-border authority would 
be likely to have jurisdiction 
over areas such as agriculture, 
arts, transport, energy, medi- 
cal research and other health 


Issues, and "education stan- 
dards''. But he made dear reli- 
gious issues were too sensitive 
to be in chided, while security 
should remain under British 
jurisdiction "for the foresee- 
able future”. 

Such a cross-border body, he 
said, should be modelled on 
the European Union’s Council 
of Ministers - states talcing 
decisions collectively - not 
like the unelected European 
Commission. "We’re not 
talking about a third govern- 
ment, we're talking about two 
administrations acting 
together". 

Mr Ahem all but ruled out 
the prospect of the two govern- 
ments imposing a settlement 
over the heads of the parties if 
they fail to reach agreement 

He will meet all participants 
at the talks next week. Opti- 
mism has grown in recent 
days after all parties agreed to 
streamline their delegations 
and submit a detailed frame- 
work for a deal before the end 
of the month. 


France 
and Brazil 


Km Caswell In Marseilles 


Irish charmer, Page 10 


Second poll in two years 
for India’s 600m voters 


By Mark Nicholson 
In New Delhi 


India's 600m voters will go to 
the polls for the second time in 
two years after yesterday's 
decision by KJt. Narayanan, 
president, to dissolve the coun- 
try’s fragmented parliament 

The election commission, 
responsible for organising the 
world's biggest elections, said 
voting would be held between 
the third week of February 
and the first week of March. 
Mr Narayanan said a new 
administration must be in 
place by March IS, in time to 
pass necessary budgetary mea- 
sures before the end of the fis- 
cal year. 

LK. Gujral, whose minority 
United Front coalition was top- 
pled last week by the Congress 
party, will remain caretaker 
prime minister until the polls. 


The president's move 
returns India’s politicians 
reluctantly to the hustings just 
IS months after the last poll 
denied any party a majority. It 
led instead to the formation of 
a politically disparate 15 -party 
coalition, supported "from the 
outside” by Congress. 

Most commentators expect 
the next election to produce a 
similarly indeterminate out- 
come and lead to another coali- 
tion government 
The UFs 18-month tenure is 
the second shortest period of 
government since India gained 
Independence 50 years ago. 

Mr Narayanan, ordered elec- 
tions when neither Congress 
nor the Bharatiya Janata 
party, India's two main politi- 
cal groups, could make a coali- 
tion to replace the UF. 

Announcing the dissolution, 
the president said: “The people 


need a reprieve from political 
instability" and a government 
that “is able to discharge its 
constitutional duties towards 
the well-being and betterment 
of the people of India, without 
being deflected from the pri- 
mary task”. 

The move follows more than 
two weeks of political crisis, 
which caused jitters on Indian 
share markets and helped 
push the Indian rupee to new 
lows. However, the markets 
took news of elections in their 
stride. The Bombay Sensex 
index eased just 35 points to 
3£62. while the rupee firmed 
to Rs384& to the dollar after 
opening below Rs39. 

Election preparations will 
prolong India’s political paral- 
ysis for several months. 


Centre cannot hold. Page 12 
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GEC Alsthom 


Merger talk 


Continued from Page 1 


became dear that this would 
better protect the interests of 
GEC shareholders. 

The cash which the sale will 
generate for both partners 
renewed speculation about the 
roles each will play in the con- 
solidation of the European 
defence industry and particu- 
larly about a bid 
by GEC for British 
Aerospace. 

However, GEC Is believed to 
have little interest in a vertical 
integration of defence compa- 


nies such as would occur 
in a merger with 
BAe. 

GEC instead wants horizon- 
tal development of GEC- 
Marconi, its defence electron- 
ics arm, in such a way as to 
ensure that it retains 
access to Pentagon defence 
contracts as well as European 
orders. 

The French stock market 
marked Alcatel's shares up by 
FFr6 to FFr740. GEC rose 13Vip 
to 403 Vip In London while BAe 
shares rose 33p to 1 
E16JJ3. 


Continued from Page l 


over-banked Swiss market. 
However, any consolidation 
could cost thousands of jobs. 

Ever since UBS rebuffed a 
merger approach by Credit 
Suisse early last year, specula- 
tion has swirled around the 
fhture of the big three Swiss 
banks. UBS has faced more 
criticism over Nazi -era dor- 
mant accounts than any other 
Swiss bank, especially after 
the sacking of a security guard 
who blew the whistle on the 
shredding of bank documents. 


FT WEATHER GUIDE 


Europe today 


South-east Spain and much of the 
central Mediterranean wffl be doudy 
with heavy showers and a risk of 
thunder. Portugal and the rest of 
Spain will be mostly dry with some 
sunny spells after any early fbg has 
cleared. The eastern Mediterranean 
wiU be fairly cloudy, but it should be 
dry with seasonal average 
temperatures. 

North-west Europe wiU be mainly 
fine but cold with eariy fog and frost, 
although the northern half of the UK 
win turn wet and mild. 

Central and eastern Europe will 
remaki very cold and wintry with 
further snow flumes. 


Five-day forecast 

Southern France and the Iberian 
peninsula will be fine and settled 
with high pressure dominating the 
weather. Northern France and the 
British Isles wffl be mild and damp. 
Tbs cold air over central Europe and 
western Scandinavia will be 
displaced as Atlantic weather 
systems spread from die west 
Italy and Greece wiU be showery. 



TEMPERATURES 


Situation Bt midday. Ttunporatuma maximum for day. F ore cas t s by PA WasffierCBntna 


Abu Dhabi 
Accra 

Algiers 
Amsterdam 
Athens 
Atlanta 
a Aires 
8. ham 


Maximum Belong 
Celsius Belfast 
Shower 25 Belgrade 
Sun 32 Berlin 
Thunder 15 Bermuda 


Fair 7 Bogota 
Cloudy 17 Bombay 


Sun 8 Brussels 
Fair 30 Budapest 


Fair 6 Chagsn 
Thunder 33 Cake 
Fair 11 Caracas 


Sun 7 
Rain 10 
Cloudy 6 
Snow -1 
Fair 35 
Fair 20 
Fair 32 
Fair 4 
Fair A 
Sleet 3 
Sun 22 
Fair 30 


Canflfl 

Casablanca 

Chicago 

Cologne 

Dakar 

Dallas 

Detht 

Dubai 

Dub&n 

Dubrovnik 

Edinburgh 

Fan 


Fair 6 
Shower 18 
Snow -2 
Cloudy 2 
Sun 29 
Fair 8 
Sun 23 
Shower 27 
Fair 9 
Aaln 13 
Rain 10 
Sun 18 


Frankfurt 

Genova 

Gibraltar 


Hamburg 

Helsinki 


Cloudy 2 
Fair 3 
Shower 15 
Ram 10 
Sleet 3 
Snow -2 


Hong Kong Ckxidy 21 


Wc can't change the weather. But we can 
always take you where you want to go. 


Lufthansa 


Honolulu 

Istanbul 

Jakarta 

Jersey 

Johannesburg 

Karachi 

Kuwait 

L. Angeles 

Las Palmas 

Uma 

Usbon 

London 

LuDcbOuig 

Lyon i 

Madeira 


Fair 27 
Fair 13 
Fair 32 
Cloudy 9 
I Fair 27 
Sun 29 
Fair 21 
Raki 20 
Rah- 24 
Ctoudy 28 
Sun 12 
Fair 8 
Ctoudy 1 
Ctoudy 2 
Fair 29 


Manchester 
Manila 
Melbourne 
Mexico City 

Miami 

Milan 

Montreal 

Moscow 

Munich 

Nairobi 


New York 

Nice 

Nicosia 

Oslo 

Parte 

Perth 

Prague 


Sun 10 
Thunder 14 
Shower 20 
Fair 7 
Fair 30 
Sun 22 
Shower 24 
Sun 24 
Ctoudy 8 

Snow -i 

snow o 

Snow o 
Fair 24 
Shower 15 

Far 28 
Shower 8 
ft* 14 
Fair 21 
Shower -5 
Fair 4 
Sun 19 
Fair -1 


Rangoon 

Royi^avtk 

Rto 

Rome 

5. Fraco 

Seoul 

Singapore 

Stockholm 

Strasbourg 

Sydney 

Tangier 

TelAvtv 

Tokyo 

Toronto 

Vancouver 

Venice 

Vienna 

Warsaw 

Washington 

Wellington 

Winnipeg 

Zurich 


Fair 34 
Shower a 

Cloudy 32 
Shower 13 
Rain Ifi 
Sun 8 
Thunder 32 
Fair -2 
Fair 2 
Fair 28 
Shower 15 
Fair 23 
Fair 12 
Snow 3 

Fak 8 

Fair 10 
Fair 2 
Snow 0 
Fair 9 
Fair 18 
Snow -4 
Cloudy 1 


THE LEX COLUMN 


Magic money 


Brazil, the defending world 
champions, and Prance, the 
hosts, face what look like easy 
opening rounds in football’s 
1998 World Cop, after the 
draw held last night in a freez- 
ing Velodrome stadium in 
Marseilles. 

The Brazilians open the 
tournament against Scotland 
on June 10 at the Stade de 
France on the outskirts of 
Paris. The other teams in their 
four-strong group are 
Morocco, back in the finals for 
the second time running, 
under forma- French national 
coach Henri Michel, and Euro- 
pean outsiders Norway. 

France can be equally 
pleased with the draw. In a 
poll of the players just before- 
hand , the French squad said 
the teams they most wanted to 
avoid were Nigeria and 
England. 

They have indeed been 
avoided, but none of their pre- 
ferred opponents - Austria, 
Jamaica and Japan - came up. 
Instead, France open their 
campaign against debutants 
South Africa in Marseilles 
before going on to play Saudi 
Arabia and Denmark. A sec- 
ond round place looks likely. 

Every tournament has its 
“group of death" and in this 
biggest and richest World Cup 
so far, that looks to be Group 
D with Spain, Nigeria, Parar 
go ay and Bulgaria. The 
Nigerians, reigning Olympic 
champions, are the only one of 
the 32 f inalis ts not to have 
appointed a coach - they are 
said to be chasing former 
England manager Terry Ven- 
ables for the job. 

But the African side boasts 
some of the world's most tal- 
ented footballers and was 
unlucky to be beaten by Italy 
to a quarter final place at the 
last World Cup in the US in 
1994. Spain, the group’s 
seeded side, are ranked third 
in the world on FIFA's current 
ratings. 

Bulgaria were fourth placed 
in 1994. And even Paraguay, 
qualifying second behind 
Argentina in the marathon 
South American qualifying 
group, will be no easy morseL 

E ngl an d paid the price for 
failing to qualify for USA 94 
by missing out mi one of the 
right seeded slots. But coach 
Glenn Hoddle will not be 
unhappy with a group made 
up by Romania, Colombia and 
Tunisia. At least there Is noth- 
ing obvious to excite the 
team’s small hooligan follow- 
ing, though the organisers 
may be more worried by the 
prospect of what is in World 
Cup terms a local derby 
between Belgium and The 
Netherlands in Group E - an 
easy train ride away from 
both countries to Paris on 
June 13- 


Michael Eisner's sale of nearly 
$4D0m of Walt Disney stock looks 
impeccably timed. The shares have 
risen 20 per cent in little over a 
month and hit an all-time high just 
days ago. Of course, the Disney 

chairman and rhiaf executive may 

have good personal reasons for sell- 
ing now. And the shares were part 
of a 1989 option package, das to 
expire over the next year. But 
investors should note that Mr Eis- 
ner has reduced his stake in Disney 
as measured in shares and in-the- 
money options by nearly two thirds. 
Furthermore, three other execu- 
tives. including the chief financial 
Officer, have registered their inten- 
tion to sell stock. 

Surely that signals some thing 
about the management's view of 
short-term prospects. While rosy 
annual earnings and Disney’s 
blue-chip reliability have buoyed 
the shares, comparisons for the cur- 
rent quarter will be tougher due to 
last year's Toy Story success. Lon- 
ger term, the opening of the Animal 
Kingdom theme park and some 
promising film releases next sum- 
mer should help. But on nearly 30 
times prospective earnings, the 
shares are hardly cheap. 

Mr Eisner’s options amounted to 
just 1 per cent of Disney's share 
capital. At Time Warner, employee 
options expiring over the next few 
years amount to nearly 15 pear cent, 
while Microsoft's employees hold 
options equivalent to over 20 per 
cent of its capital. The prospect of 
dilution from huge stock option 
packages could yet come to weigh 
on the market more generally. 


FTSE Index: 5032.3 (+111.6) 
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the budget deficit has melted away, 
and by the safe haven status of US 
bonds in the wake of Aslan turmeul 
Theoretically, investors, should 
respond to a flat yield curve by 
«>nfHng money into short maturi- 
ties. Brt those wffl get htt hardest if 
and when rates do rise. Further-.; 
more, pension funds and insurers ' 
want to fund long-term liabilities 
with long-term assets, while com- 
mercial banks traditionally borrow i 
short and lend long. With not much i 
scope for lower yields anywhere on 
the curve, the bond rally looks like i 
petering out. 1 


also "winas aansA. The global chemi- 
cals Industry is restructuring rap- 
idly. Together, both companies 
have a better chance a f either din- 
ing at the tqp table or getting out 
from a position of strength. 

Most impressive is the decision to 
make a public offering of 49 per 
cent of Stinnes, its amorphous col- 
lection of distribution and logistics 
businesses. Accounting fur around 
a third of 1996 sales, they no longer 
fit the bOL Other businesses will go 
too if Veba settles on being a pure 
international electricity company 
with a strong telecoms arm 
attached. With proceeds from 
Stinnes set to swell its cash pile, 
and buybacks soon a possibility, 
shareholders should clamour for a 
thumping return of capitaL 


GEC Alsthom 


Veba 


US bonds 


Few German companies, except 
perhaps Hoechst or Daimler-Benz, 
can rival Veba’s commitment to 
creating shareholder value. The 
diversified utility's plans to focus 
on fewer and faster growing busi- 
nesses is the logical next step to its 
restructuring now the cost-cutting 
phase is over. Fellow conglomerates 
EWE and VIAG should note the 7 
per cent share price rise that 
greeted its plans for greater focus. 

As one of the lowest cost provid- 
ers, Veba is not running away from 
a soon-to-be liberalised electricity 
market. And criticism that it has 
been behaving like a typical cash- 
rich utility on an acquisition trail is 
misplaced. Its stake in E-Hus wiU 
boost its telecommunications arm, 
which piggy-backs off its electricity 
pylon network. Gradually merging 
its chemicals business with Degussa 


The US Treasury yield curve 
might more aptly be described as a 
yield tightrope at the moment. With 
the spread between two-year and 
30-year bonds at just 30 basis points 
and that between two and 10-year 
bonds to single figures, the curve is 
virtually flat. The next likely step, 
already being widely predicted, is 
an inversion that will leave short 
maturities yielding more than lon- 
ger ones. 

That sounds grim. Usually, an 
inverted yield curve signals expec- 
tations of a recession or at least a 
sharp slowdown. The last time the 
curve inverted, to late 1994, the Fed- 
eral Reserve was ratcheting up 
interest rates to curb inflation, driv- 
ing up short term yields. This time 
is different growth remains solid, 
but no monetary tightening is 
expected until next year. Instead, 
fbe curve has flattened because of a 


The tectonic plates under General 
Electric Company are shifting, but 
a massive eruption of shareholder 
value is not yet in sight. 'Yester- 
day’s agreement with Alcatel Als- 
thom for a public offering of their 
GEC Alsthom joint venture Is a 
move in the right direction. Neither 
parent company has any value to 
add to the power engineering group. 
However, instead of a clean break, 
GEC and Alcatel are each keeping 
24 per cent stakes in the company. 
That could limit the ability of Als- 
thom, as it is to be known, to 
engage actively to the restructuring 
of its industry. Moreover, there are 
niggling suspicions that Alsthom - 
whose ffhairman and chief execu- 
tive is likely to be French - will be 
run more on management-friendly 
Gallic lines than shareholder- , 
friendly Anglo-Saxon ones. 

GEC is assembling a huge war 
chest. Cash-rich Alsthom \s likely to 1 
pay each of its shareholders a spe- : 
cial dividend of perhaps £300m i 
before it floats. Add that to the £lbn 
GEC could receive for the stake it is | 
selling and its cash pile would grow 
to about £££bn. GEC's acquisition 
capacity would be higher still, given 
that it could take on debt It might 
also sell its non-core telecommuni- 
cations business and. eventually, 
further stakes to Alsthom. GEC 
now wants to reinvest these funds , 
in its core defence business. But to j 
date, it has been frustrated to mak- ; 
tog acquisitions to the US (by the j 
high prices) and continental Europe | 
(by politics). The big test is whether i 
it can make a breakthrough with- I 
out scattering cash like confetti. j 


Additional Lex notes on Renters 
and Reed Elsevier, Page 20 


Iferbundnelz 


Energy 


on the move 



We ore an east German gas merchant company: our day-to-day business shows 
us what ft takes to put the east German economy on the move towards recovery: 
energy. For us. energy isn’t Just natural gas - even though natural gas is the most 
POP^ form of energy with consumers, utilities and businesses. Far us, it is also the 
Initiative, flexibility and commitment needed to put our economy back 
on 'rts feet. Together with our partners in energy - regional distributors, local 
government and Industry - we hove already moved a long way within a short- 
space of time. We ore able to supply natural gas via an area-wide network to oil 
parts of east Germany - a major achievement which has received International 
recognition. Now we are focusing on the finer details: greater flexibility in gas 
purchasing and the ability to meet growing demand for gas. That makes us the 
right partner for energy. 


Verbundnetz Gas AG . BraunstroBe 7 ■ 04347 Leipzig - Germany • Telephone: (00 49) 34 14 43-01 
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Havas investors 
question control 
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Companies in this Issue 
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Reuters hands out £1.5bn bonus 


By John Gapper 
In London 


Minority investors in 
Havas, the French 
media business, grum- 
ble that Jean-Marie 
Messier (left), chairman 
of Generate des Eaux, 

thp utilities group, bus 
effectively taken con- 
trol of Havas without 
being required to make 
a full bid. In February, 
Mr Messier annimnwnt 
a complicated share 
swap, which made Generate des Eaux the 
biggest investor in Havas. Page 18 

Toyota stays on expansionary course 

The progress of Toyota, the world’s third-biggest 
vehicles group, has been so steady that even the 
economic ructions in its backyard have not 
changed its decision to expand, hi Paris next 
week, the company will announce it is spending 
tip to Y200bn ($i.55hn) to build a new small car 
for Europe at a site in France. Page 16 

Music retailers take note 

Jason and Matthew Olim, twin brothers, bor- 
rowed $20,000 to set up CDnow, an internet 
record store, three years ago. They have now 
filed for an Initial public offering to raise up to 
$60m. CDnow’s success has encouraged record 
labels and retailers to go online. Page 19 

Gold price dips to IZVfe-year low 

Gold’s price drifted to a fresh l2*A-year low as 
the market considered the implications of the 
sale, revealed on Wednesday, by Argentina’s 
central bank of all its gold reserves. Page 24 


LTCB 
reveals the 
extent of 
its market 
exposure 


By Gillian Tett in Tokyo 
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Long-Term Credit one of 
Japan’s large banks, yesterday 
took die unprecedented step of 
revealing dptafipri estimates of 
its exposure to the Japanese 
stock market 

The data show that at yes- 
today’s 16,306.79 closing level 
of the Nikkei, the company 
would lose its “cushion" of 
unrealised equity gains - the 
gap between the market and 
book value of shares the bank 
holds. 

However, the data also made 
clear that LTCB has in recent 
months lessened its exposure 
by gpTHng shares. 

The company believes that it 
would lose about Y200bn 
($LShn) if the Nikkei fell to 
14,000, compared with Y400bn 
eight months ago. 

LTCB’s decision to reveal 
these sensitive figures is an 
unusual move in Japan, which 
has a poor record for corporate 
disclosure. 

Banks, for example, have 
hitherto refused to provide 
precise details about the huge 
levels of equity that they hold 
in related companies. 

The step has bees partly 
triggered by the company's 
recent alliance with Swiss 
Bank Corporation, which has 
fuelled pressure for better dis- 
closure and the introduction of 
more western-style business 
practices. 

It also comes amid growing 
fears among analysts that the 
recent slide in the Japanese 
stock market could seriously 
damage banks such as LTCB. 
LTCB's share price, which 
dosed at YZ15 yesterday, has 
halved in the past two months. 

Hidden equity gains are cru- 
cial in Japan because under 
the country's accounting rules 
banks have to record a loss at 
year-end on their share portfo- 
lios if they feU However, they 
do not record a profit when the 
value rises unless they sell the 
shares. 

Banks had hoped to use 
these “bidden" profits to write 
off their huge bad loans. But If 
the Nikkei stays at current 
levels until next March, they 
will not be able to do this, and 
may even have to record large 
losses on their portfolios. 

JP Morgan estimates that 
five large banks lose their 
equity gains when the Nikkei 
reaches 16,300. 

LTCB’s data show that the 
company's exposure to the 
Nikkei has fallen. One year 
ago. for example, the company 
lost its hidden reserves when 
tiie bfikkai dropped to 17,700. It 
now loses them when It foils to 
16,700. The group has recently 
sold around Y400bn of its 
equity portfolio, in addition to 
other large sales last year. 

Katsunobu Onogi, LTCB 
president, yesterday down- 
played suggestions that the 
/■ranpany could fooe a liquidity 
squeeze because of recent 
events. 

At the end of September the 
group had Y780bn cash, 
Yl^OObn Japanese government 
bonds and Y400hn government 
agency bonds on its books, he 
said. 

It has no need at present to 
tap international markets 
because it had raised addi- 
tional funds earlier, he added. 

Although bad loans next 
March are projected to be 
around YUOObn, this will be 
covered by YSQObn bad loan 
provisions the group plans to 
♦aV« - a step that will push 
the group into a YSZObn pre- 
tax loss this year, he added 


Shareholders to be given excess capital 


Reuters, the financial 
information group, yesterday- 
succeeded in its long search 
for a means of returning 
e xc es s capital to shareholders, 
by announcing a capital 
restructuring that will allow it 
to distribute £3_5bn (S2.5bu). 

The company announced a 
scheme, similar to one 
employed by Northern Ireland 
Electricity last month, to 
establish a new holding com- 
pany to acquire Reuters Hold- 
ings for a mixture of new 

shares anti r-acly 

Peter Job, Reuters’ chief 
executive, said the company 
had “taken a long and arduous 
road" to the announcement. 


Vwfc and Toronto pleat at 1200. 


Policy of honesty. Page 16 


after a previous attempt to 
return cash without incurring 
advance corporation tax was 
blocked last October. 

Mr Job said the move in 
effect ruled out Reuters trying 
to buy Dow Jones Markets, the 
financial markets data arm of 
Dow Jones Ihc. Dow Janes has 
indicated it might consider 
offers for DJM. 

“We have been quite suc- 
cessful in bur business, and 
there is plenty of growth left 
In it We don’t feel that we 
should dilute our focus by 
acquiring new businesses that 
lack much synergy with the 
one we are in." he said. 


Mr Job said Reuters, which 
will have debt of about £400m 
after the restructuring and an 
existing £200m programme of 
share buybacks, would reduce 
its cost of capital and be better 
financially structured. 

The Reuters scheme, drawn 
up with SBC Warburg Dillon 
Read, its adviser, will give 
£13.60 in cash for each 15 
shares and £81.60 for each 15 
American Depository Receipts. 
Investors will also gain shares 
in a new Reuters Group. 

This will allow Reuters to 
avoid paying advance corpora- 
tion tax on the cash distribu- 
tion. The company would not 


have been able to offset all 
ACT against UK corporation 
tax, since it earns much of its 
revenues outside the UK. 

Although the problem would 
have been eliminated through 
the abolition of ACT in 1999, 
Mr Job said the company did 
not want to wait. This 
restructuring would allow it to 
keep managing its capital 
more effectively. 

There will be one-off tax and 
administrative costs of £3Qm to 
implement the scheme, partly 
because of having to repatriate 
cash reserves from overseas 
arms. The scheme should be 
Implemented in February after 


shareholders meet in January. 

The need to comply with US 
financial regulations and UK 
tax authorities meant Reuters 
could not distribute capital in 
the form of loan notes, the 
method employed by Northern 
Ireland Electricity for its 
recent £67zn scheme. 

UK Investors who are not 
tax-exempt could therefore 
face a capital gains tax liabil- 
ity. US shareholders may face 
bigger tax liabilities as the 
entire cash distribution will be 
treated as equivalent to a 
share dividend. 

Reuters shares dosed 3lp up 
at 7i0p, increasing the value of 
the company by £5i5m to 
£13.3bn. 


Publicis in 
partial 
takeover of 
True North 


By Andrew Jack In Paris 
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Versace empire stays in shape 


Fashion chief 
targets large 
youth market 


S ince Gianni Versace, the 
Italian designer, 

was shot dead outside 
Iris Miami Beach house four 
months ago, there has been a 
question mark over his 
empire’s ability to survive 
without btm. 

But yesterday his sister 
Donatella, who has taken on 
tiie mantle of the co mpan y 's 
chief designer, emphasised in 
a rare i n tervie w that not only 
was the business in good 
shape, but she was planning 
for growth. 

In New York for the opening 
of a Versace retrospective next 
Monday at the Costume Insti- 
tute of the Metropolitan 
Museum of Art, she said: 
“What I would Bke to do is 
expand some of our lines to 
begin with, especially the 
younger lines — Versus, 
Istante and Versos Jeans. 

“Our market research tells 
us there Is enormous demand 
from young people who want 
to wear Versace, so we want 
to open new stores and 
co-operate with department 
stores that already carry some 
of our lines to reach as many 
customers as we can." 

Ms Versace, 40, waa sitting 
on an elegant sofa in the Ver- 
sace family’s sumptu ous, neo- 
classical town house on East 
64th Street in nridtown Man- 
hattan. Her long, platinum 
hair streamed down her back 
over a simple black dress by - 
who else? - Versace. Since the 
murder, white she has become 
rfiirf designer, Gianni’s elder 
brother Santo, 51, has cantin- 



Dtmatella Versace (left) remains optimistic about expanding the range of the fashion house ap 


ued as the flmnriaT ji«d of 
the business, which had $554m 
in revenues last year and 
|48m in net profits. 

Gianni bequeathed Ms 50 
per cent share in the business 
to Donatella’s daughter. Alle- 
gro, and the rest of the shares 
are held by Donatella and 
Santo. 

Five days before Gianni’s 
death, the company signed an 
agreement with Morgan Stan- 
ley, the ITS investment bank, 
for an public offering in 
Milan and New York, with a 
target date of June 1998. But 
Donatella said yesterday there 


was now no timetable for the 
flotation because it had been 
canght up In Italy’s civil and 
fiscal laws of succession. 


M s Versace said that 
Versace, like other 
global luxury 
brands, had felt Asia’s eco- 
nomic problems, but had not 
been seriously affected. The 
short-term effect of Gianni’s 
death had been an upturn in 
sales, because oT the publicity. 

“We are pretty good in 
1997," she said, puffing on a 
Marlboro cigarette. “But, yon 
know, to judge my new role, I 


prefer that yon wait for the 
end of 1998. 

“Gianni told me a long time 
ago that if anything happened 
to one of us, the other would 
be the one to keep alive the 
Versace legacy. 

“Gianni was a very gener- 
ous genius, because whatever 
he knew, he told us. That’s the 
brilliant thing about Gianni: 
he shared his knowledge, and 
not many people do that I 
hope I understood enough to 
carry on where he left off. I 
think I did." 


Richard Tomkins 


Publicis, the Paris-based 
advertising agency, yesterday 
upped the stakes in its feud 
with True North of the US by 
launching a partial takeover 
that values the company at 
Just over 9700m. 

Under the bid's terms, Publi- 
cis would pay $28 for each of 
up to 9.6m shares, increasing 
its 18.5 per cent stake to Just 
over GO per cent. It would then 
merge lYue North with its own 
advertising activities in a 
transaction paid for in shares 
to raise its stake in the US 
group to about two-thirds. 

Maurice LGvy, chairman of 
Publicis, said: “This is a very, 
very attractive operation that 
is attractive to True North and 
Publicis shareholders. The 
offer shows our determination 
to succeed." 

The action was originally 
triggered by True North’s pro- 
posal to take over the rival US- 
based advertising agency Boz- 
ell this year. Publicis wrote to 
True North last month to 
express its objection to the 
deal and to propose its own $28 
cash and share offer. 

True North, which reached a 
settlement with Publicis this 
spring after a long-running 
feud over the operation of a 
jointly controlled agency net- 
work, said it would be impossi- 
ble for the two groups to rec- 
oncile their differences. 

But Mr L6vy said yesterday 
the dispute had only affected 
the groups' top corporate man- 
agement. 

He said the Bozell acquisi- 
tion would have diluted Publi- 
cist stake so that it could no 
longer use equity accounting 
to include a p roportion of True 
North’s results in its own 
accounts. But be dismissed the 
Hmniriwi impact as tiny. 

He said he would not neces- 
sarily have proposed a take- 
over of True North had it not 
launched the bid for Bozell, 
which he said created “addi- 
tional weaknesses" in the US 
group's international network. 

James Dougherty, an analyst 
with Dean Witter Reynolds in 
New York, said: "It is good 
that Publlds has came up with 
a tangible offer. ! can't see 
how two companies that have 
for months publicly talked 
about how much they detest 
each other could work 
together. But True North has 
been a problem area for many 
years. If 1 was a shareholder, I 
would take the money." 

Publicis is advised by Lazard 
Frferes, the investment bank. 


DMG to scale 


back equities 
operations in Asia 


By George Graham in London 


Deutsche Morgan Grenfell will 

today become the latest 
investment bank to cut back in 
Asia when it announces plans 
to retrench its equities 
operations in Thailand, India 
and Korea. 

Job losses have continued to 
mount in investment banks 
across the region as trading 
volumes and new issues dwin- 
dled in the wake of t urm oil in 
Aslan financial markets in 
October and November. 

Cuts at Peregrine Invest- 
ment Holdings and NatWest 
Markets in Hong Kang have 
proved to be just a beginning. 

DMG, the investment bank- 
ing subsidiary of Germany’s 
Deutsche Bank, will move its 
equity sales and research 
tua-mg in Korea and India to its 
main regional hubs in Hong 
Kong and Singapore. 

Thai equity sales win also be 
moved, though research will 
remain, in Bangkok. 

Mark Cullen, DMG’s head of 
equities in Asia, said the 
changes would only affect 40 
staff in the three countries. 
“There will he people that go, 
hut this is not a case of walk- 
ing in *nd shooting out the 
lights." • 

The deepest cots have come 
at Peregrine, which last week 
announced it was shedding 275 
of its L750 staff. 

NatWest Markets meanwhile 
laid off 55 from its debt unit in 
Hong Kong; it and Barclays 
have both put their Aslan 
equities businesses up for sale. 

Jardine Fleming has con- 
firmed three redundancies in 
Its research department in 
Hong Kong, but more job 


losses are expected in other 
parts of its business. 

In many smaller Asian 
financial centres, such as Jak- 
arta and Kuala Lumpur, west- 
ern investment banks are 
shedding expatriate staff, 
whose high salaries make up a 
large prop or t ion of their cost 
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“Equity origination and sec- 
ondary market trading is going 
to be difficult for the next con- 
pie of years,” Mr Cullen said. 

For DMG, the centralising of 
equities operations partially 
reverses four years of aggres- 
sive expansion in Asia. 

The offices in South Korea, 
Thailand and India are among 
those most recently estab- 
lished and aie not yet making 
solid returns. 

“They have got to make 
some cuts, and it’s easiest to 
make cuts where you are not 
yet up and running," said a 
gpirinr DMG manager. 

Mr Cullen said many of the 
staff affected would be offered 
posts elsewhere in the region. 
“No one is dosing. All we are 
doing is moving people 
around, putting them under 
the roofs which best suit 
them.” 

DMG officials denied that 
the cuts were caused by any 
abnormal trading losses dur- 
ing the recent upheaval in 
Asian markets. 

Although DMG had been 
rumoured to be among the 
heaviest losers from its 
positions in Asian equity 
derivatives, Mr Cullen noted 
that it was expanding Its trad- 
ing operations in the region 
with the purchase of Nat- 
West's equity derivatives 
business. 
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Honesty is best policy at LTCB 

K aisunobu Onogi, Trigger points 

president of - • , ; « .v- •- .. • . ■ 
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At first glance, it might 
seem alarming: at yester- 
day's Nikkei close, the com- 
pany has already lost its 
financial cushion of equity 
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But it also provides reason 
for cheer. Banking analysts 
have long suspected, accord- 
ing to their own calcula- 
tions, that several Japanese 
banks lose their equity gains 
at these levels (although this 
has been hard to calculate, 
as they do not know the pre- 
cise mix of shares). But what 
the chart implies is that 
LTCB has been making 
strenuous efforts in recent 
months to change its expo- 
sure by selling selected 
shares. 

The decision to reveal the 
numbers provides one hint 

of the change now afoot at 
some Japanese banks such 
as LTCB, following the 
unprecedented collapse of 
three large flimnriai institu- 
tions last month - a change 
that in the longer term could 
help boost investor confi- 
dence. 

The pressures on LTCB 
are dear. In the past three 
months its share price has 
plunged. Credit rating agen- 
cies have downgraded the 
group: IBCA this week put 
the company down to a level 
only three notches above 
“junk" status, in part 
because of fears that the 
group’s business franchise 
was ailing. 

These concerns have left 
the company paying 30 basis 
points more than Industrial 
Bank of Japan for its deben- 
tures - a development which 
could hurt profits this year. 
Recent business results have 
been mediocre: the group’s 
pre-tax profits fell 7.9 per 
cent in the first six mirths 
of the year, compared with 
the same period last year. 
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On top of this, the group’s 
share price has been hit by 
rumours that its recent alli- 
ance with Swiss Bank Corpo- 
ration is fraying. 

These rumours are hotly 
denied by both sides. In 
practice, preparations for the 
planned joint ventures axe 
proceeding rapidly. As 
Luqman Arnold, of SBC. 
says: “Our commitment is as 
strong as ever." But a capi- 
tal-raising exercise - and 
planned cross-shareholding 
- has been delayed until ' 
early next year, in the hope 
that market conditions will 
be less turbulent 

These woes give plenty of 
reason for gloom. But they 
might also carry the seeds of 
hope. As LTCB's share price 
falls, SBCTs influence over 
the bank appears to be grow- 
ing, in turn raising the pres- 
sure for the adoption of new 
western-style practices. 

Even aside from SBC. 
reform seems to be creeping 
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in. Mr Onogi argues: “This 
turmoil is going to acceler- 
ate the transformation of 
LTCB’s balance sheet its 
business and our own corpo- 
rate culture." 


M r Onogi has long 
made no secret of 
his willingness to 
change. He is one of the 
more -innovative and inter- 
nationally winded of Japan's 
banking leaders. Two years 
ago, LTCB was one of the 
first banks to start reducing 
its risk-weighted assets and 
its' equity portfolio. He per- 
sonally pushed through the 
alliance with SBC. 

Until recently he faced lin- 
gering opposition within the 
domestic side of the bank. 
But recent events have 
played into his bands: after 
watching other large finan- 
cial institutions collapse last 
month, resistance to rfia-ng p 
within LTCB is disappear- 
ing: “What this turmoil has 





The following company has declared an interim dividend, in South African currency, payable on 
4 February 1998 n» members registered in cbe books of the company at 1200hts on 31 Dec em ber 1997. 

Name of C om pany Amount 

(AH companies ore incorporated in Dividend per share 

ihc Republic of South Africa ) No. ( cents) 

Driefaneein Consolidated Limited 49 50 

(Registration No. 68/04880(06) 

Dividends will be elecrrooically transferred to members' bank or building society accoutres tra 
4 February 1998 or. where this method of payment has dot been mandated, dividend warrants will be 
posted to members on 3 February 1998. 

Standard eondirkmi relating to the payment of dividends are obtainable at the share transfer office and 
the London Office of the company. 

The register of members of the company will be closed horn l January 1998 ro 9 January 1998, inclusive. 
The following company has not declared an interim dividend: 

Kloof Cold Mining Company Limited 

(Registration No. 64/04462/06) By erJa- eftbe Uardr. 

per pro GOLD FIELDS CORPORATE SERVICES LIMITED 

Lomiaa Secretaries 
S.J. Dunning, Secret a ry 

Head Office: London Office and Office of 

75 Foot Street United Kingdom Registrar; 

Johannesburg 200 1 Gold Fields Corporate Services Limited 

Republic of South Africe Greencow House 

hctp:\\www.goldfrekL^oja 



H J Joel Gold Mining Company Limited 

SqpMmjm number Ai/Ot^e/t* 

The Randfontein Estates Gold Mining Company, 

Witwatersrand* limited 

KegkwuJun mJtnhcr 01/00251/06 

Western Areas Gold Mining Company limited 

Reparation number SS/oSam.'Oa 
<AD eompatiiei bnnrpotalcrf In Ih? Republic 0/ .South Africa I 

NOTICE TO SHAREHOLDERS 

Due to the continued depressed gold price and the need to retain adequate each resources to 
fund the capital expenditure programmes on all oF the mines, die Boards have decided to pass 
interim dividends in respect of the six months ending 31 December 1997. . 

Head Office and Registered Office: 

Consolidated Building 
Corner Fox and Harrison Streets 
Johannesburg Johannesburg 2001 

5 December 1997 (PO Box 590, Johannesburg 2000} 


done is pull the staff 
together." Mr Onogi says. “It 
could be the milestone that 
transforms our future.” 

The business results have 
yet to be seen. But Mr Onogi 
plans to introduce a more 
meritocratic pay structure 
next year. He is also plan- 
ning changes In the group’s 
core business operations. 

This is crucial because the 
three areas of business cov- 
ered in the joint ventures 
with SBC - investment 
banking, private banking 
and asset management - 
will potentially leave LTCB 
with just the rump of its tra- 
ditional corporate lending 
business. 

At present this looks unat- 
tractive: Y3,700bn («28£bn) 
of this is only earning a 
spread of 50 basis points fin 
effect, an unprofitable level), 
while Y8,000bn has a spread 
higher than 75 points. 

But Mr Onogi wants to 
address this problem by 


focusing on the more profit- 
able middle-ranking corpo- 
rate Joan sector, and sharply 
cutting its loan book. Lend- 
ing to large, multinational 

companies will be directed 
Instead towards the invest- 
ment hanking joint venture, 
he says. 

Whether this will be 
enough to convince inves- 
tors that the group has a via- 
ble future outside the joint 
ventures remains unclear — 
and any Hint t hat the rela- 
tionship with SBC is ailing is 
likely to leave the share 
price plunging a gain 

But by taking the bold 
step to release more informa- 
tion. LTCB is setting a prece- 
dent that will be cheered by 
western investors and may 
even force more disclosure 
at other banks. Mr Onogi 
could yet deserve a chapter 
in the «nn«ls of Japan's 
ffnflnnfal history. 

Gillian Tett 


Wheelock 
lifted by 
properly 
sales 


By Louse Lucas 
in Hong Kong 

Wheelock, the Hong Kong 
property conglomerate, yes- 
terday reported a 5L8 per 
cent rise in net profits for 
the six months to September 
30, fro m HK $788m to 
HK3L2bn (C$$155m). 

Property was the engine 
for growth. The group sold 
84 flats at an average price 
of about HKJ6,300 a square 
foot, as well as several flats 
in two other developments. . 

Since the end of the 
interim period, 44 more flats 
at a fourth development 
have been sold. 

Despite the downturn in 
property markets through- 
out Asia. Gonzaga Li, chair- 
man, said Wheelock: was 
“carefully assessing the pos- 
sibility of an initial sales 
launch in the next several 
months" of almost 1,700 
flats in Diamond Hill, a 
densely-populated part of 
the territory’s Kowloon 
peninsula. 

Wheelock Is continuing to 
build residential apart- 
ments. In Singapore, Whee- 
lock’s Marco Polo Develop- 
ments subsidiary wiU nut 
year close the Marco Polo 
Hotel to make way for a lux- 
ury condominium project. 

In Hong Kong, the com- 
pany, with others in the 
Wheelock stable, has won 
the contract to develop Kow- 
loon Station Package Two, a 
2£6msqft residential proj- 
ect at the new Mass Transit 
Railway Kowloon Station, 
across the water from the 
Central business district. 

Sales in the period rose to 
HK$L92bn from HK$l-57bn. 
The company said its share 
of profits from associated 
companies in the period 
amounted to HEllJbn. com- 
pared with HK$753.1m a 
year earlier. 

Earning s per share at the 
halfway stage rose 5(L9 per 
cent, from 39.1 HK cents to 
59 HK emits. However, the 
i nt e r im dividend is held at 
11.5 HK cents. 


ASIA-PACIFIC NEWS DIGEST 

CSFB details bid 
for Finance One 

Credit Suisse First Boston, the investment bank, 

yesterday released details of its takeover bid for Finance 
One, Thailand’s largest suspended finance company, 
which Faces possible liquidation on Monday. 

CSFB sa id it would inject Bt&241m ($146m) into Finance 
One to purchase between 70.5 per cent and 80 per cent m 
the company. The Thai government and other senior cred- 
itors would be issued new notes at 66.67 per cent of face 
value of their original debt The new debt would mature 
in eight years, CSFB said. In addition, the creditor would 
receive 29.5 per cent of the equity of th£.reopened com- 
pany. Eurobond holders would receive a new note equal 
to 30 per cent of their original debt, carrying a 10-year 
maturity. 

CSFB, which is a significant creditor of Finance One 
through its holding of 48 per cent of the Thai company’s 
$83m eurobond, made a bid for Finance One in mid-No- 
vember that irked senior creditors who have direct loans 
to Finance One. On Wednesday the senior creditors 
awHcftri westLB, the German bank, to submit a rival 
offer. 

Analysts said yesterday that they expected both the 
CSFB bid and the WestLB offer to be rejected by Thai 
autho rities. Ted Bardacke. Bangkok j 

■ PEREGRINE INVESTMENTS j 

Commercial paper downgraded | 

Moody's Investors Service, the credit-rating agency, has 
downgraded the rating assigned to a multiple-currency 
euro commercial paper facility of Peregrine Investments 
Holdings. The revised rating, to Prime-S. follows a down- 
grading of the Investment Bank of Korea, which sup- 
ported the transaction in the form of a direct-pay letter of 
credit Beuters, London 

m INDONESIA 

Nissan to build engine plant 

Nissan has won approval to build an en g in e manufactur- 
ing plant in Indonesia in a joint venture with a local com- 
pany and Nissan’s Malaysian partner. The total invest- 
ment is scheduled at Y&5bn ($66m). 

The rip f-iorm to set up a new engine plant highlights the 
push by Japanese industry into south-east Asia. Japanese 
carmakers. Including Nissan, have a long history in the 
region command high market shares in most coun- 
tries. Nissan already has a manufacturing facility in 
Indo nes i a which produces its most popular models, such 
as the Sunny and the Terrano. 

The Japanese company said the new plant would pro- 
duce four-cylinder engines in the 1.3 to IB litre class from 
the summer of 2000. The facility would be capable of 
machining 140.000 units and assembling 40.000 a year. 

The engines will be exported to other countries, such as 
Thailand, the Philippines and Malaysia, but the new plant 
will also supply Nissan's manufacturing bases in Indon- 
esia. Michiyo Nakamoto, Tokyo 

Comments and press releases about international 
companies coverage can be sent by e-mail to 
utiernatxonaLcQ mpar des@ft.com 


A steady drive around the world 

Toyota aims to overtake Ford as second biggest carmaker, writes Haig Simonian 

L ike one of its luxuri- 
ous Century limou- 
sines, Toyota has 


L ike one of its luxuri- 
ous Century limou- 
sines, Toyota has 
glided in recent weeks over 
the bumps of a faltering 
domestic market and the 
potholes created by the eco- 
nomic turmoil across Asia. 

So stately has been the 
progress of Japan’s biggest 
car company - and the 
world’s third-biggest 
vehicles group, behind Gen- 
eral Motors and Ford - that 
the economic earthquake in 
its backyard has not shaken 
Its decision to continue 
expanding. 

In Paris next Tuesday, the 
company will announce it Is 
spending up to Y200bn 
(Sl_55bn) to build a new 
small car for Europe at a site 
near the northern French 
city of Valenciennes. 

The decision will disap- 
point British politicians, 
who had hoped Toyota 
would extend its plant at 
Burnaston, in the British 
Midlands. But at least there 
will be substantial new 
Investment at the Deeside 
engine plant in Wales to feed 
the French factory. 

Tor the second time in a 
year, the news will turn the 
spotlight on Hiroshi Okuda, 
Toyota's president for the 
past two years and the first 
non-member of thp founding 
1 Toyoda family to run the 
group. Mr Okuda ’s first 
brush with the European 
media came when newspa- 
pers quoted him as warning 
that Toyota might poll out 
Of the UK if it did not join 
the single European 
Currency. 

The quotation was later 
denied, but it propagated Mr 
Okuda’s domestic reputation 
as a maverick to a wider 
audience. “1 didn't say any- 
thing like that," he says in 



Hiroshi Okudm wants to increase output from local plants 


an interview at the group’s 
headquarters in Toyota City, 
near Nagoya. “I was asked 
what would be required for 
us to build another plant in 
the UK. I said that there 
were a number of conditions, 
like labour quality, infra- 
structure, the supply base 
and the currency. I referred 
to the currency as just one 
of the criteria to be met" 
Toyota will play down any 
suggestion that the choice of 
France was Influenced by 
the politics of European 
monetary union or by gener- 
ous grants. Whatever the 
reason, the new factory will 
mark a further step in the 
group's transformation from 
an inward-looking manufac- 
turer to a global brand, prod- 


ucing vehicles on every 
continent 

Mr Okuda says Toyota’s 
target is to supply 65 per 
cent of sales in big markets, 
such as Europe and the US. 
from -local sources, rather 
than Japan. Building cars ou 
the spot reduces the risk of 
trade frictions, which so 
plagued relations with Wash- 
ington in the 1980s. It also 
boosts sales by prese nting 
Toyota as a local "good citi- 
zen", reduces exposure to 
currency fluctuations and 
shortens supply times. 

The French plant is ele- 
mental in fulfilling Mr Oku- 
da's "short-term" ambition 
of overtaking Ford into sec- 
ond place among the world's 
carmakers. Toyota's sales in 


Europe, the second-biggest 
car market after the US, 
have never met its expecta- 
tions. The group has less 
than 3 per cent of the Euro- 
pean market compared with 
about 40 per cent at home. 
Moreover, sales are concen- 
trated in Germany, the UK 
and the Benelux; registra- 
tions in the big southern 
markets of France, Italy and 
Spain are much more 
patchy. 

F oreign sales could 
become decisive if 
bleak signals from 
Japan prove lasting. Domes- 
tic new car registrations 
tumbled 23.5 per cent in 
November, the biggest 
monthly drop since the 1973 
oil crisis. Last month's slide 
was particularly severe for 
Toyota, which suffered a 27 
per cent fell in sales. With 
domestic consumer confi- 
dence crumbling after a tax 
rise in April and recent 
bankruptcies in the fin a n cial 
sector, carmakers may have 
to intensify their sales 
abroad to compensate. 

Mr Okuda recognises that 
internationalisation poses 
challenges for a company 
which is still branded by its 
peers as bureaucratic and 
provincial. His appointment 
was widely seen as acknowl- 
edgement that the company 
needed a new broom. 

In North America, for 
example, Toyota’s breakneck 
expansion means production 
will exceed Im units by 1999. 
Japan es e-style consensus 
management from Toyota 
City may no longer be 
enough. 

-Thai is going to be a big 
challe n ge. If we want to be a 
global company in the true 
sense, we have to accept the 
free flow of people as well as 


the free flow of capital. " 

While domestic car sales 
are skidding, exports will be 
helped by the weaker yen. 
But that consolation is 
clouded by the risk of 
tougher competition abroad 
from rival Asian carmakers, 
which have even more at 
stake than the Japanese. 
Competitors such as Korea’s 
Hyundai and Daewoo, or 
Proton of Malaysia, have 
faced an even worse contrac- 
tion in their home markets, 
increasing their need to 
export. They have also expe- 
rienced much sharper depre- 
ciations than the Japanese. 

The need to avoid redun- 
dancies is central in Toyo- 
ta's determination to main- 
tain its 40 per cent share of 
the domestic market This 
slipped in the early 1990s, as 
the company was slow to 
develop the niche vehicles 
which now account for 
almost 50 per cent of the 
market 

“Unless we can keep 
domestic production at 
between 3m and JL5m units - 
corresponding to the 40 per 
cent market share - we 
would have to lay off work- 
ers. So we have to achieve 
xt," Mr Okuda says economic 
growth in Japan allowed 
employees to stay at the 
same company for a lifetime; 
“people have become used to 
this system." This creates 
pressure for the company to 
keep expanding to maintain 

the workforce. 

“Toyota doesn’t want to 
follow either GM or Nissan," 
he says. Both companies suf- 
fered steep falls in their 
domestic shares from his- 
toric peaks at 40 per cent 
and 30 per cant, respectively, 
when they grew complacent. 
"We don’t want that to hap- 
pen to us." 


FT Surveys 


The Financial Times plans to publish a Survey on 

Singapore 

on Wednesday March 18 


For more information, please contact: 

Gavin Bishop 

Teh 65 736 4159 Fax; 65 734 0957 
or Jenny Middleton 

Tel: +44 171 873 3794 Fax: +44 171 873 3204 
or your usual RnanciaJ Times representative. 
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Trying to be ‘all things to all people’ may work as 
a strategy in some markets, but in today’s investment 
banking business it seemed to us to lack focus. 

And focus is what Barclays Capital is all about. 
We aim to concentrate our resources and expertise to 
provide more integrated solutions across the spectrum 
of debt, lending and risk management products. 

More often than not, those solutions will be 
innovative rather than conventional. Why? Because 
increased focus leads to a far greater and more 
constructive partnership between ourselves and our 

t . • 

clients. It also enables us to bring to bear the full , 
resources of the Barclays Group to do things that 
haven’t been done before. 

So, instead of spreading our resources too thinly, 
we can become more expert at the many things we 
do now. Not simply by focusing on what we do best, 
but by being the best at everything we do. 

Barclays Capital. Focusing our resources to focus 
on our clients' business. 


BARCLAYS 

CAPITAL 


A SHARPER FOCUS 
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Veba shake-up includes Stinnes IPO 


EUROPEAN NEWS DIGEST 


By Peter Norman 
in Bonn 


Veba, the DQsseldorf-based 
industrial group, yesterday 
announced a sweeping restructur- 
ing of its trading^ transport and 
sendees division that will include a 
stock exchange listing for up to 49 
per cent of its Stinnes subsidiary in 
the second half of nest year. 

The moves - described by Ulrich 
Hartmann, Veba chief executive, as 
"focusing Veba’s service sectors 
and setting coarse for strong 
growth” - triggered a sharp rise in 
Veba shares on German, stock mar- 
kets. They -were at TMUISS, up 


DM&35, at the aid of floor trading 
in Frankfurt 

Mr Hartmann said the changes 
would eliminate overlap and real- 
ise “additional, sustainable added 
value". The service sector revamp 
will create a division employing 
around 60,000 with sales of more 
than DM30bn (jiThn), split among 
three new corporate entities. 

Stinnes will become a distribu- 
tion and logistics company with 
annual sales of about DM25.3bn. 
based on 1996 figures. 

It will shed its conventional bulk 
transport, inland shipping and 
recycling activities as well as man- 
agerial supervision of do-it-yourself 


outlets and tyre service businesses. 

Mr Hartmann said Stinnes would 
be Europe’s largest distribution 
and logistics business, concentrat- 
ing on chemical distribution, land 
transport and trading in building 
materials and air freight 

Next year's initial public offering 
of up to 49 per cent of Stinnes 
would enable the company to 
finance its growth through the 
stock market Analysts estimated 
Its likely market capitalisation “in 
the low bfflions of D-Marks". . 

Veba win also merge Its Raab 
Karcher and Veba Inunobilien 
units to form an integrated real 
estate services group with annual 


sales of about DM2Jhn in a market 
that Mr Hartmann estimated would 
be worth DM40bn a year. 

Mr Hartmann said the real estate 
group would be able to profit from 
future privatisations of public sec- 
tor property in Germany. Accord- 
ing to Hartmut Moers, analyst with 


on 1996 figures, the four companies 
- Ebv, Memec, Rein and Wyle - 
have annual sales of DM4JJbn. 

Veba also reshuffled its five-year 
investment plan, giving it an inter- 
national emphasis and steering it 
towards chemicals, oil and the 
newly-constituted distribution, 


Porsche sees 


10% advance 


Westdeutsche Landesbank in Dfls- 'logistics and real estate: division. 


seldorf. the restructuring would 
help Veba to offer “bundled" ser- 
vices. Including electricity, tele- 
coms and security, to its tenants. 
The International electronics 

trading business, comprising four 

Raab Karcher companies, will be 
grouped under a US management 
company based in San Jose. Based 


while reducing spending on elec- 
tricity generation and distribution 
from DMl2.1bn to PMlO^bn. 

Some DMl&lbn of total invest- 
ments, worth DM32. 5bn, will be 
spent outside Germany in the five 
years from 1993 to 2002. 


See Lex 


M&StO 
quit Israel 
after 20 


Havas evolves the hands-on way 


years 


By Judy Dempsey 
in Jerusalem 


Marks and Spencer, the UK 
retail group, is pulling out of 
Israel, ending a 20-year 
partnership with Blue 
Square, the country's largest 
retailing rfoain 

However. M&S will 
continue to buy fashion and 
food products from Israel, 
valued at SSOOm a year. 

Yaacov Gelbard, president 
and chief executive of Blue 
Square, said the decision 
was made after two years of 
losses at M.SJ.F. M&S's 
franchise in Israel 

Sales in its six retailing 
outlets amounted to Shk70m 
($20m) last year, but losses 
wee Shk2L5m, widening to 
Shk4m for the first nine 
winnthq of year. 

Mr Gelbard said M&S 
faced a number of problems 
in consolidating its presence 
in a retailing sector that is 
becoming increasingly 
competitive. 

“M&S is known for very 
good quality and good value. 1 
But the Israeli consumer 
found the goods too 
expensive,” he said. 

M&S also had lnsiiffirient 
space for developing its 
fashion outlets and was not 
located in prime areas. 

Its stares were too small 
- about 300 square metres - 
compared with Zara [the 
Spanish retailing group], 
which is opening stores with 
1,500 square metres,” said 
Tal Liam, analyst at Zannex 
Securities. 

The UK group was also 
hampered by the high 
import tariffs levied on M&S 
goods sourced from outside 
Europe. 

“This meant M&S relied 
on European textiles, which 
reduced choice for the 
consumer,” Mr i.iam. 

Mr Gelbard, who is taking 
on the Zara franchise, said: 
“We had an opportunity to 
review the situation. But it 
was decided to dose down 
the operations. It Is a pity.” 

Derek Hayes, executive 
director of M&S for 
continental Europe and the 
Middle East, said the 
company remained 
committed to trading In 
Israel 

The loss of the franchise 
will not affect Blue Square, 
which In 1996 became 
Israel's first non-technology 
stock to be listed on Wall 
Street Sales in the third 
quarter rose 7.1 per cent to 
Sbk83&9m, and net income 
over the period rose 18.2 per 
cent to Shkl9.78m. 


T he latest annual 
report ctf Havas, the 
French media busi- 
ness, displays a prominent 
photograph of Pierre Dau- 
zier. its chairman, but it is 
Eric Li coys, the managing 
director appointed this sum- 
mer, who has exerted his 
influence over the group in 
the last few months. 

In his office at Havas’ 
Paris headquarters, Mr 
Ucoys in turn plays down 
the influence on the group of 
a third man: Jean-Marie Mes- 
sier. chairman of G£n6rale 
des Eaux, the French utili- 
ties group. 

In February, Mr Messier 
announced a complicated 
share swap which turned 
Havas into the largest single 
shareholder in Canal Plus, 
the pay-television business, 
and made G6n6rale des Eaux 
the biggest investor in 
Havas, with a SO per cent 
stake and four boardroom 
seats. 

Minority investors grum- 
ble that it is Mr Messier who 
now calls the shots and has 
in effect taken control of 


Havas without being 
required to make a full bid. 
So for, the French regulators 
and courts have supported 
the argument that he is 
nothing more than an inves- 
tor, and Mr Ucoys agrees. 

*T don’t have the feeling 
that G&jferale des Eaux con- 
trols our group,” he says. 
“The strategy is clearly 


of the group's largest Invest- 
ments. 

They discussed Havas “a 
little” at the time he was 
hired, but it was not one of 
his responsibilities. Once the 
transaction had tafcgn place, 
he says, it was Pierre Dau- 
zier who selected him as 
manag in g director. 

“Havas was a group not 


Havas Intermediation and 
the news TrmgarirtP Le Point. 
Others, such as the sale of 
the magazine L ’Express, 
have been halted. 

“Now," Mr Ucoys says, 
“we have to calm things 
down a bit and reassure our 
own troops. People have to 
stop thinking that Havas is 
for sale piece by piece.” 


agency, Havas Voyages, is as 
likely to fak* the form of a 
trade sale as a stock market 
quotation. A decision is to be 
taken by the end of this 


Porsche, the German prestige sports carmaker, expects 
profits to improve again this year, although less dramatic- 
ally th fin the neartrtpling of net income in the year to 
July 1997. Wendelin Wledeking, chairman, said the rise 
should be at least 10 per cent, compared with last year’s 
190 per cent rise to DMl39m ($78. 6m). The strong perfor- 
mance, after losses Sn the early 1990s, has been helped by 
ite new Boxster convertible. 

Turnover should exceed DNUL5ba This compares with 
last year’s DM-Ubn, which was 46 per cent higher than in 
1995-96, but 31 per cent higher after the consolidation of 
tiie US and Spanish sub sidiari es. In the first four months 
to and-November, turnover was 13 per cent higher at 
DMl-28bn. Unit sales rose 16 per cent to 9,700. For the foil 
year, Porsche expects to sell at least 38,000 cars; last year, 
sales rose 68 per cent to 32^80 etas. As well as introduc- 
ing the Boxster a year ago. Porsche revamped its classic 
911 marque. Exports to North America rose 85 per cent 
last year to 12J360 cars. Exports elsewhere were 54 per 
cent higher at 9,855. Sharp sales increases were recorded 
In Japan, where Porsche is taking control of imports and 
sales, the UK. Italy and Germany. 

Andrew Fisher, Frankfurt 


‘I don’t feel G6n6rale des Eaux controls our group. The 
strategy is established by Havas. If I identify markets, they 
will be supported by our shareholders. Havas is managed 
independently’ - Eric Lycos, Havas managing director 


established by Havas. If 1 
identify new markets, they 
will be supported by our 
shareholders. . . .but Havas is 
managed independently.” 

He has known Mr Messier 
since 1990, when they 
worked together at the fund 
management arm of Lazard 
Frtees. At the end of 1996, 
Mr Messier, by then estab- 
lished as chairman of Gener- 
ate des Eaux, hired him to 
handle the sale of some 


used to disposals.” says Mr 
Licoys. “It had developed by 
external growth. We are 
evolving, so we no longer 
manage Havas like a holding 
company, but In a more 
hands-on way. It was logical 
when Gdndrale des Eaux 
took a stake that it should 
reinforce the management 
team." 

There have been a number 
of disposals in the last few 
months, such as that of 


He has negotiated the 
unwinding of the group's 
unquoted 40 per cent stake 
In CLMM, exchanging it for 
a more liquid 19.6 per cent of 
Audiofina - a level which he 
says could just as easily rise 

as fiaTl 

It is believed the group’s 
38 per cent stake in Havas 
Advertising could foil to 19 
per cent during 1998. And Mr 
Licoys does not deny sugges- 
tions that a sale of its travel 


That will still leave the 
group with a number of 
minority stakes. “To be a 
leader in communication, 
you are obliged to be present 
in every sector," he says, 
while adding: If it works, 
you bave to increase in 
power and take control and 
manage stakes directly.' 1 

He stresses the need to 
bufld on Havas’ cultural and 
educational strengths In the 
Anglo-Saxon market, “mutu- 
alising” products through 
alliances or joint ventures 
negotiated between its sub- 
sidiaries and international 
partners. 

He also highlights the 
need to boost Havas’ role as 
a multimedia content pro- 
vider, notably through its 
link with the telecoms and 
internet activities of Gfindr- 
ale des Eaux. 


■ RUSSIA 

Volvo mulls Russian tyus plant 


Andrew Jack 


GE emerges as 
Ansaldo suitor 


By James Bfltc in Rome 


General Electric, of the US, 
yesterday emerged as one of 
six companies that have for- 
mally declared an interest in 
forming a joint venture with 
Ansaldo, the Italian state- 
owned energy and transport 
group. 

M, the state holding com- 
pany which controls Ansaldo 
through Finmeccanica, one 
of the country's biggest 
industrial conglomerates, 
yesterday began to examine 
the expressions of interest 
from international bidders. 

The other bidders are Dae- 
woo, Siemens, GEC-Alsthom. 
Asea Brown Boveri and Fiat 
JJP. Morgan, the US invest- 
ment bank, is adviser to lri. 


Hie bidding is the latest 
attempt by lri to break up 
Finmeccanica and forge joint 
ventures and alliances for 
some of its divisions. 

Although Finmeccanica 
reported losses of about 
Ll.950bn (Ji.iabn) for the 
first six months of this year, 
parts of Ansaldo. especially 
its transport business, are 
considered attractive. 

Reports in Italy yesterday 
indicated that GE could con- 
sider linking with Ansaldo 
through a consortium, 
involving other companies. 
Although lri was not willing 
to comment on the idea, it 
did say that rival companies 
could form a consortium at a 
late stage of the bidding pro- 
cess. 



Volvo, the Swedish carmaker. Is considering building a 
bus assembly plant in Russia. The company, which yes- 
terday signed a memorandum of understa n d in g with the 
Russian government, said it was dose to agreeing a deal 
to build and supply buses in the town of Omsk. 

The contract, initially involving product! cm of about 100 
municipal buses, would represent Volvo's first manufac- 
turing investment in the former Soviet Union. Leif 
Johansson, chief executive, said a plant could be built 
within two years. 

He gave no indication of the likely investment involved, 
but predicted it would have a capacity of between 1,000 
and 2,000 buses a year. 

Mr Johansson yesterday discussed the deal with Boris 
Nemtsov, Russia's first deputy prime minister, who vis- 
ited Volvo's Gothenburg headquarters following a three- 
day visit to Sweden by Boris Yeltsin, president According 
to the memorandum signed by Volvo and Russian trans- 
port the Swedish manufacturer plans to “expand 

its industrial and commercial presence in Russia, begin- 
ning with the production of buses and trucks”. 

Last week, Mr Johansson indicated Volvo intended to 
scale back its growth plans in Asia and refocus on invest- 1 
meat in eastern Europe. The company completed a truck 
and bus assembly plant at Wroclaw in Poland this year, 
and is thought to be considering other joint ventures and 
Investments in the region. Tim Burt, Stockholm 


FRANCE 


Renault in talks with NTN 


Renault, the French carmaker, said yesterday it was in 
talks with NTN of Japan which could lead to a joint ven- 
ture to make constant velocity joints in the Le Mans 
region of western France. It said the project could result 
in an investment of FFrl-5bn ($253.4raj by the Japanese 
equipment manufacturer. CVJs are rapidly replacing the 
wheel-end tripod joints the French company manufac- 
tures in Le Mans. Yesterday’s development comes as 
Toyota, Japan’s biggest carmaker, is poised to announce 
plans to build a FFr3Jjbn car assembly plant in France. 

• David Owen , , Paris 


POLISH BANKING 


S&P gives Pekao BBB- rating 


KME, the world’s largest copper processor, yesterday revised upwards its 1997 pre-tax 
profit forecast to DM140m ($79 -2m) and said it may raise its dividend. The upbeat outlook 
reflects strength in its rotted products division, which made the sheet copper cladding for 
the Netherlands’ Science and Technology Museum in Amsterdam (above). 


Russian gas group seeks up to $12bn 


By John ThomhiH 
hi Moscow 


Gazprom, Russia's gas 
monopoly, plans to raise 
between $9bn and $l2bn of 
debt and equity capital 
before the end of the decade. 

That would make.it one or 
the biggest corporate issuers 
in any emerging market, 
and explains the ferocious 
competition among the 


world’s most powerful 
investment banks to win 
mandates from the 
company. 

Pyotr Rodionov, deputy 
chief executive, yesterday 
told an investor conference 
in Moscow that Gazprom 
would Invest $40bn by 2005. 
mainly in developing the 
giant gas reserves in the 
Yamal peninsula. Gazprom's 
current capital expenditure 


is about $5bn a year. 

This summer, Gazprom 
mandated Goldman Sachs 
and ABN Amro to arrange a 
$2.5bn financing package, 
consisting of convertible 
bonds and a debut euro- 
bond. The roadshow for the 
convertible bond was due to 
begin in mid-November. 

But this capital-raising 
exercise was delayed by the 
tnrbulence in the world’s 


financial markets and is 
now expected to take place 
in the first half of 1998. Gaz- 
prom denied that the delay 
was linked to criticisms in 
the US Congress of its forth- 
coming investments in Iran. 

Mr Rodionov said Gaz- 
prom planned to issue up to 
S2bn of American Deposi- 
tary Shares within the next 
two years as it fulfilled its 
obligation to sell 9 per emit 


of its equity to foreign 
investors. 

It would also issue $2bn of 
convertible bonds, half of 
which might be taken up by 
Royal Dutcta/SheOL Gazprom 
would also raise $2bn-$3.5bn 
by means of secured financ- 
ing and a further Slbn- 
$L5bn of unsecured loans. 
Secured and unsecured euro- 
bond issues could raise an 
additional $2bn-$3fan. 


Poland's state-owned Pekao SA commercial banking 
group, which is due to be partially privatised next spring, 
has been given a BBB- long-term credit rating by Stan- 
dard and Poor's, the credit rating agency. Andrzej Dorosz, 
president of the bank, said yesterday a draft prospectus 
an the planned equity s ate wo uld be sent to Poland's 
Securities Commission (KPW) this month. He expects 15 
per cent of the bank’s equity to be floated on the Warsaw 
Stock Exchange in April 

The state treasury, which is responsible fra- the sale, is 
being advised by CSFB; Salomon Brothers has advised 
Pekao SA throughout the rating procedure. Under plans 
approved by Poland's previous government a secondary 
offering of new and existing equity equal to 25 per cent of 
the bank's value is to be floated in 1999. Mr Dorosz said 
the bank’s 10-month results showed a net profit of 540.3m 
zlotys ($154m), up 4 per cent on last year. 

Christopher Bobinski, Warsaw 


ITALY 


BASF Inks plant still closed 


Production at German group BASF’s printing hi few plant 
near Milan remained closed yesterday. The closure of the 
40,000 metric tons-a-year unit in CiniseUo Balsamo follows 
an explosion on Tuesday that injured 13 employees. The 
cause of the explosion is still not known. APDJ, London 
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due 1999 - Series Number 15 
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Olympus $50m hedge 
fund targets Europe 


By Jonathan Ford 


USD 150,000,000 

Multicurrency Revolving Credit Facility 


ISSUED PURSUANT TO A US# 1,500,000,000 NOTE 
PROGRAMME FOR THE ISSUE OF EURO MEDIUM 
TERM NOTES, DEPOSIT NOTES AND SUBORDINATED 
NOTES DUE FROM I MONTH TO 80 YEARS FROM 
THEIR DATE OF ISSUE 

NOTICE IS HEREBY GIVEN to holders of the Notes (the 


COMMERZBANK AKriENGESELLSCHAFT 


SOCIETE CiENERALE 
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DRESDNGR BANK LUXEMBOURG SA. 


NOTICE IS HEREBY GIVEN to holders of the Notes (the 
“Notehdfura”) that the Issuer hu dectcd. pursuant to Cwfitum. 5(d) 
of me Notes, to redeem the Notes on 22 January 1998 (the 
“Redemption Date”) n then: o nlB en fliw g prindpfll amount. 

Payment of the principal and interest will he made to the 
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ABN AMRO BANK N.V„ JQHA NNFABURfi BRANCH 
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Recent turmoil in European 
equity markets has not 
dampened the appetite of 
hedge fond investors for con- 
tinental equities. 

Olympus, a London-based 
hedge fund which starts 
trading today is understood 
j to have raised about $50m to 
invest in European equity 
markets. 

it is the second European 
hedge fund to have started 
trading in the past two 
months. Adelphi, which has 
assets of around $75m, was 
launched on October 1. 

Two other funds are rais- 
ing capital with the inten- 
tion of launching novt year. 
Marshall Wace, a partner- 
ship between former senior 
employees of Mercury ’Asset 
Management and Deutsche 
Morgan Grenfell, and Beaver 
Creek, an arbitrage fund 
headed by two former Salo- 
mon Brothers bankers. 

According to analysts, 
demand far new European 
funds comes principally 
from US investors who are 
seeking exposure to the con- 
tinent’s equity markets - a 

\ 


trend that does not seem to 
have been checked by recent 
volatility. 

“Investors think there are 
a lot of opportunities in 
Europe because of all the 
corporate restructuring that 
monetary union is expected 
to cause,” said Nicola 
Meaden, a director of Tass. a 
research company.. 

Existing European equity 
funds have performed 
strongly in the past two 
years as regional economies 
have recovered and conti- 
nental companies have 
started to restructure ahead 
of monetary union. 

Sloane Robinson, which 
established its European 
fund In January 1994, has 
generated an annual return 
of 22 per cent in dollar terms 
since inception. Egertan, one 
of the largest easting Euro- 
pean funds with assets of 
Slbn. has produced annual 
returns of 31 per cent since 
its inception in December 
1994. 

Olympus was set up by Dr 
Ton Tjia, formerly a director 
pf Schroder Investment Man- 
agement, and Philip van den 
Berg, former ^rector of 


European equities at Deut- 
sche Morgan Grenfell 

Dr Tjia said much of the 
fond’s money came from US. 
institutional Investors. “Sea- 
soned US hedge fond inves- 
tors see volatile markets as a 
positive thing, because they 
throw up a lot of mispricing 
that creates arbitrage oppor- 
tunities.” 

European investors, who 
tend to be wealthy Individu- 
als. had been less confident, 
he said. 

Olympus will invest a min* 
imum of 80 per cent of 
investabie assets in listed 
European equities, including 
UK stocks. Up to 20 per cent 
of the fund has been set 
aside for non-European 
stacks with businesses 
which have a strong Euro- 
pean presence. 

Dr Tjia said he thought 
European hedge funds were 
set for a period of growth, is 
part because of monetary 
union but also because the 
sector remained under-repre- 
sented. “hi the US, there are 
around 3.000 hedge funds, 
while there are only about 12 
serious funds based in 
Eurojgp," he said. 
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Singer to cut 6,000 jobs as costs rise 


By Richard Waters h New York 

Singer, the world's biggest sewing 
machine maker, yesterday dis- 
closed plans to cnt nearly 6,000 
jobs, or 28 per cent of its work- 
force, prompted by rising costs and 
the economic turmoil in east Asia. 

The company, based in Hong 
Kong but listed in New York, has 
been reeling since the summer 
from the devaluation In Thailand, 
its biggest single market. Asia rep- 
resented about 40 per cent of sales 
and GO per cent of profits last year, 
Singer said. 


However, Stephen Goodman, an 
outsider who was brought in as 
chief executive yesterday to per- 
form the role of company doctor, 
said there had been a steady deteri- 
oration in Singer’s competitiveness 
in recent years, resulting in partic- 
ular from high labour costs in a 
number of countries, including 
Germany and Japan. 

The plans outlined yesterday wifi 
take three years to push through 
and will lead eventually to annual 
savings of $IQ4m, according to the 
company. 

They reflect an attempt to shift 


the focus of Singer's manufactur- 
ing operations to lower-cost coun- 
tries, and to close excess capacity 
to keep pace with the contraction 
in Singer’s markets. 

The company refused to put spe- 
cific numbers on the Job cuts at its 
manufacturing plants around the 
world. Mr Goodman said, though, 
that the biggest cuts would come 
at a plant outside S£o Paulo in 
Br asil , where rising wages and 
strikes had eaten into the compa- 
ny's competitiveness. Labour costs 
there bad risen to $18 an hour, 
compared with the $3 an hour that 


Singer would pay at a new plant it 
was expanding in Northern Brazil, 
he added. 

Further big cuts are expected in 
Germany, where the company has 
2,100 workers after Its recent acqui- 
sition of Pfaff, a German sewing 
machine maker. Mr Goodman 
added that Singer would open a 
new, smaller plant in Germany. 

The retrenchment will lead to a 
pretax charge of $186m this year, 
some 9146m of which is due to the 
severance costs. 

To pay for this, and raise the 
$76m Singer has earmarked for 


new investment in lower-cost loca- 
tions, the company hopes to raise 
3220m. net of tax, by selling the 
land and buildings it will not need. 

Mr Goodman, a former head of 
mergers and acquisitions for Bank- 
ers Trust in Asia, was named chief 
executive in place of James Ting, 
the C hines fl- Ganflriifln businessman 
who took control of Singer in 1989 
and who Will remain itS WlairmjiTi 
Despite the drastic cut-backs, Mr 
Goodman said Singer would stick 
to its strategy of focusing on the 
emerging markets of Asia and 
Latin America. 


Disney dips 1.5% after 
Eisner sells 4m shares 


By Christopher Psrkea 
m Los Angeles 

Walt Disney's share price 
fell in a rising market early 
yesterday, a day after Mich- 
ael Eisner, chairman and 
chief executive, exercised 
7.3m stock options and 
Immediately sold 4m. 

The group’s shares, bol- 
stered by recent record 
results for 1996-97, dipped 
more than 1.5 per cent to 
$93% from Wednesday's clos- 
ing price of $96%. 

Mr Eisner acknowledged 
that the exercise of options, 
granted in 1989 and due to 
expire next year, would 


“undoubtedly cause much 
discussion". 

Widely credited with the 
revival of Disney from 
also-ran status to being the 
entertainment industry 
leader, Mr Eisner earns a rel- 
atively modest $750,000 a 
year in basic pay. His 
rewards have been substan- 
tially boosted in the 14 years 
be has run the company by 
option incentives which 
have helped build his for- 
tune to an estimated $760m. 

Although Mi- Eisner's per- 
formance is much -admired 
in the investment commu- 
nity, there is concern about 
apparent weaknesses in the 


group's compensation sys- 
tem which were exposed by 
the estimated $i00m pay-off 
for Michael Ovitz, who left 
Disney a year ago after only 
14 lacklustre months as 
group president. A lawsuit 
filed by Jeffrey Katzenberg, 
former studio chief, claiming 
$250m in unpaid bonuses, 
has attracted more unwel- 
come attention. 

The net effect of this 
week's dealings on Mr Eis- 
ner’s personal stake in the 
company was to increase his 
holding from 2m shares to 
3.6m shares. 

See Lex 


Coteminas launches 
R$107.3m global issue 


By Jonathan Wheatley 
in S&o Paulo 

Coteminas, a Brazilian 
textiles manufacturer, has 
launched a global offering or 
290m ordinary shares at a 
total value of R$iD7.3m 
(US$97.5m) - the first by a 
Brazilian company since the 
start of the crisis on Asian 
financial markets. 

Brazilian investors will get 
60 per cent or the offer but 
the remainder will be placed 
on US and international 
markets in the form of 
Global Depositary Shares. 

Jose Olympia Pereira, of 
Banco Garantia, which lead- 


‘Chain’ 
of online 
music 
stores 
planned 

By Alice Rawsthom 

N2K. the DS online enter- 
tainment group which 
floated on Nasdaq this 
autumn, plans to torn Music 
Boulevard, one of the larg- 
est US internet retailers, 
into a worldwide “chain" of 
virtual music and video 
stores. 

• Larry . Rosen, - chairman 
and chief executive of N2K, 
said he hoped to launch a 
Japan es e-language version 
of Music Boulevard, based 
in Japan, next spring. He 
intends to establish similar 
operations tn Europe; 
starting in Germany and the 
UK, by the end of 1998. 

N2K's international 
expansion comes at a time 
when established retailers, 
including Tower Records of 
the US and HMV. a subsid- 
iary of EMI, the UK enter- 
tainment group, are diversi- 
fying into the fastgrowing 
online music market 
Until recently, the market 
was dominated by special- 
ists such as Music Boule- 
vard and CDnow, which last 
week filed for an Initial pub- 
lic offering in New York to 
raise up to S60m. 

Several US retailers, 
including Tower and Came- 
lot, have started selling 
music and videos over the 
internet as have Sony and 
Bertelsmann's record com- 
panies. UK retailers, notably 
HMV and Virgin, intend to 
follow in the new year. 

Mr Rosen, who set up N2K 
in 1995 after making a for- 
tune from the sale of GRP, 
the jazz record label he co- 
founded, said Music Boule- 
vard needed local operations 
if it was to compete in the 
international online market 
It supplies consumers out- 
side the US by air mail or 
courier. Mr Rosen said inter- 
national subsidiaries would 
be able to tailor product 
ranges to suit local needs, 
and increase sales by offer- 
ing faster, cheaper delivery. 

A global network of inter- 
net record stores would also 
smooth N2K’s relations with 
record companies concerned 
that price differentials could 
be eroded if European and 
Asian consumers continue 
to order online from the US. 

Mr Rosen said he had con- 
cluded negotiations with an 
investor in Japan to estab- 
lish a marketing and distri- 
bution operation for Music 
Boulevard there. He Is still 
looking for partners in 
Europe. 


Internet music retailers 
hear an upbeat tempo 


Rapid growth 
is expected 
but costs 
will be high 

A fter Jason Olim and 
his twin : brother., 
Matthew, had wasted 
weeks failing to track down 
an obscure Miles Davis 
album, they borrowed 
$20,000 to set up CDnow, an 
internet record store, from 
their parents' home In Phila- 
delphia. . . ... 

Three; years later, the 
Ohms have filed for an ini- 
tial public offering in New 
York to raise up to $60m to 
help them expand their busi- 
ness. Like many start-ups, 
CDnow owes its early suc- 
cess to entrepreneurial 
enthusiasm, but its future 
will be determined by its 
ability to compete in an 
increasingly aggressive and 
expensive market 
Tower Records, Camelot 
Music and other conven- 
tional US record retailers 
have now set up internet 
stares, as have record com- 
panies such as BMG and 
Sony. N2K, which owns 
Music Boulevard, CDnow’s 
rival online specialist, 
recently raised $6&3m from 
a Nasdaq flotation to finance 
its expansion, and CDnow 
needs to follow suit 
The online music market 
is still relatively small, but it 
is expected to show spectac- 
ular growth. Jupiter, a US 
research consultancy, pre- 
dicts sales will rise from 
$47m this year to £L64bn - 
or 7.5 per cent of global 
record sales - in 2002, as 
internet access increases. 

Initially, traditional record 
labels and retailers were 
sceptical about the internet 
But the progress of CDnow 
and N2K, founded by Larry 
Rosen, has encouraged them 
to go online. Both companies 
are still loss-making, hut 
each mustered sales of more 
than $&5m in the third quar- 
ter of this year. 

Mr Rosen claims that 
“brick and mortar retailers” 
do not understand the 

^pmanris of operating online. 
“To them, it’s just like set- 
ting up another store, 1 ' he 
says. However, Jupiter's 
research into online book- 
selling suggests many con- 
sumers feel more confident 
when ordering from familiar 
names such as the Barnes & 
Noble book chain, rather 
than from internet special- 
ists like Amazon.com. 

N2K and CDnow are trying 
to ward off online competi- 
tion from traditional retail- 
ers by stepping up their 
investment in marketing. 



Miles Davis; vain search for one of his albums led to CDnow 


Both companies have 
spent more money on adver- 
tising, on and off the inter- 
net They have also negoti- 
ated exclusive placement 
rights with internet sites or 
search engines, whereby 
consumers click on their 
logos to go to the Music Bou- 
levard and CDnow sites. 

N2K used part of the pro- 
ceeds of its share issue to 
pay the advance on an $18m 
placement agreement with 
America Online. One reason 
for CDnow’s proposed Dota- 
tion is to finance a similar 
$5 .5m deal with the Yahoo 
and Excite search engines. 

Until now, the two compa- 
nies have concentrated their 
marketing efforts an North 
America. They sell to con- 
sumers In other countries, 
but charge higher postage 
rates. Music Boulevard gen- 
erates a quarter of its turn- 
over in Asia and Europe, but 
Mr Rosen expects the those 
markets to expand rapidly as 
internet usage increases. 

A couple of specialist 
internet record stores are 
already established outside 
North America, notably 
IMVS.com, a UK company 
quoted on Of ex in London, 
IMVS generates monthly 
sales of £50,000, 10 times 
more than a year ago. 
according to David Windsor- 
Clive. chairman: 

Several UK record retail- 
ers plan to launch internet 
stores early next year, 
including Virgin Megastores, 
the EMI Group's HMV chain 
and Tower’s UK subsidiary. 
All three planned to start 
online sales this autumn, 
but have delayed to com- 
plete work on their sites. 

N2K is keen to establish 
versions of Music Boulevard 


Online music 
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outside North America 
before the local competition 
strengthens. Mr Rosen plans 
to start in Japan next spaing, 
and to move into Europe 
later in the year. 

He expects to finance the 
launch of the international 
operations from N2K's Dota- 
tion proceeds. Like other 
internet record stores, N2K 
may soon have to make sub- 
stantial investments in soft- 
ware to deliver albums and 
singles directly to consum- 
ers' computers as digital sig- 
nals, rather than sending 
compact discs by the post. 

M r Rosen claims 
such investments 
are essential if 
N2K Is to remain competxive 
against traditional retailers. 
But the cost of placement 
deals, expansion and soft- 
ware advances may prove 
too much for smaller compa- 
nies. 

IMVS hopes to diversify 
into other European coun- 
tries next year, but Mr Wind- 
sor-Clive has already 
accepted that some areas of 
the online music market are 
too expensive. “Paying mil- 
lions of dollars for placement 
rights is out of the ques- 
tion," he says. “The 
Americans might be able to 
afford them, but we can't." 

Alice Rawsthom 


Record revenues for Deloittes 



By Jim Kelly, 

Accountancy Correspondent 

Deloitte Touche Tohmatsu 
International, one of the 
global Big Six accounting 
firms, yesterday reported 
record revenues of $7.4bn for 
1997, up l-i per cent from the 
$&5bn of the previous year. 

The firm said it would 
maintain Its current strategy 


in spite of consolidation in 
the sector. Ed Kangas. world 
chairman, said: “Our results 
confirm that we have the 
momentum to remain suc- 
cessful, attract the best 
people and. thrive in today’s 
marketplace." 

Dm and Andersen's - the 
two Big Six firms not 
involved .in merger plans - 
have said they wifi be able to 




grow and serve clients with- 
out consolidation, and both 
expect to pick up clients as 
the sector reorganises. 

In the .UK, Deloitte & 
Touche said that In the year 
to September fees rose 10.4 
per cent to $74Sm. Revenues 
from consulting services 
grew by 155 per cent 
“Oar results validate our 
position that robust comped- 

■ i 


tion is the best platform for 
providing our clients with 
outstanding service,” said 
Mr Kangas. He added that 
the firm's consulting prac- 
tice had helped bolster 
growth. 

The firm’s position in the 
Asia-Pacific region had been 
helped by a merger with 
Kwan Wong Tan & Fong, of 
Hong Kong. 


managed the offer in Brazil 
and through its overseas 
affiliates, said the offer had 
been delayed by the crisis 
but bad attracted interest 
from institutional investors 
taking a long-term view. 

“We started (our road- 
show] in the week of October 
27, which was the worst pos- 
sible time," he said. "But 
taking the timing into 
account, we have achieved 
a very positive price. Inves- 
tors were impressed by the 
quality of Coteminas's man- 
agement and by its growth 
prospects." 

The offering was priced at 
R$370 per 1,000 shares, a dis- 


count of 7.7 per cent to the 
share’s most recent traded 
price In Brazil, of R$398 on 
Tuesday. 

The GDSs are offered at 
$16.66, each representing 50 
shares. 

Coteminas is one of 
Brazil's biggest and most 
modern textile companies. It 
recorded profits of R$34m In 
the nine months to 
September on turnover of 

R$l58m. 

Mr Pereira said that 
Coteminas would use the 
funds raised to increase its 
manufacturing capacity at 
plants in the north-east of 
Brazil. 


Canadian banks 
benefit from 
surging markets 


By Scott Morrison 
In Toronto 

A strong economy and 
surging markets helped Can- 
ada's five big banks to 
record annual profits. A 
large share of the earnings 
came from investment bank- 
ing. brokerage and mutual 
funds businesses, while loan 
revenues were also up as 
domestic demand strength- 
ened throughout the year. 

The Canadian Imperial 
Bank of Commerce, the 
nation's second largest, yes- 
terday reported earnings for 
the year to October up 14 per 
cent to almost C$1. 6bn 
(US$1. 13bo). The bank said 
that its core bumnesses had 
solid earnings performances. 

CISC's results followed 
strong reports from the 
other four big institutions 
over the past two weeks. 

Royal Bank of Canada this 
week reported net comings 
up 17 per cent to C$1 .Thn, 
the country's largest-over 
corporate profit. The result 
was boosted by the perfor- 
mance of its fee-bused busi- 
nesses. 

Bank of Montreal said net 
income rose almost 12 per 
cent to C$1 .3bn on strung 
business volume growth. 


cash collections of impaired 
loans and earnings on bands 
and equities of developing 

countrips. 

Bank of Nova Scotia, the 
most international of Cana- 
da's banks, reported record 
profits of C$1 Abn, up -12 per 
cent on last year due to 
strong growth of its corpo- 
rate and investment banking 
divisions. 

Toronto Dominion Bank 
m ealed earnings uf CSi.ibn. 
a record, up 19 per cent from 
l'JiHi. The rise reflected the 
growth of TD's investment 
banking, brokerage and 
mutual fund businesses. 

Bank slocks soared 
throughout 1997. with the 
Toronto stock exchange's 
banks and trust index rising 
44 per cent 

Bank comings are expec- 
ted to continue growing next 
year, although not at the 
rate seen tn 1997. 

Analysts expect the 
growth of corporate and 
investment bunk earnings 
will slow in the new year, 
but a shift toward retail and 
consumer bank earnings 
should compensate. 

Net earnings at Canada's 
banks are expected to 
increase between 10 per cent 
and 15 per cent next year. 
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II Consolidated Statement of Income 1 

| (Canadian S millions except per shore amounts) 

For the year ended October 31 

1997 


1996 

Irrterost income 

Loans 

Securities 

Deposits with banks 

$ 8,082 
1,636 
770 

$ 

7,881 

1.757 

740 


10,488 


10.378 

Interest expense 

Deposits 

Subordinated debentures 

Other 

5,714 

260 

737 


5.969 

214 

841 


6.771 


7.024 

Net interest income 

Provision for credit losses 

3,717 

35 


3.354 

38D 

• Net interest income after provision for credit losses 

3,682 


2.974 

Other income 

Deposit and payment services 

Investment management and trust 

Credit fees 

Investment banking 

Net gains on investment securities 

Other 

531 

250 

335 

847 

403 

257 


499 

230 

333 

689 

129 
• 128 


2.683 


2.008 

Net interest and other income 

6,365 


4.982 

Non-interest expenses 

Salaries 

Pension contributions and other staff benefits 
demises and equipment, including depreciation 

Other 

Restructuring costs 

1.373 

223 

778 

829 

250 


1.702 

208 

664 

663 

(20) 


4,059 


3.217 

income before the undemoted: 

Provision for income taxes 

Non-controlling interest in net income of subsidiaries 

2306 

758 

34 


1.785 

665 

31 

Net income 

S 1,514 

S 

1.069 

Preferred dividends paid 

$ 99 

s 

113 

Net income available to common shareholders 

$ 1.415 

$ 

956 

Average number of common shares outstanding (OOO’s) 

239.486 


234.358 

Net income per common share 

$ 5.91 

$ 

4.08 

Dividends pier common share 

$ 1.48 

$ 

1.30 


H Consolidated Balance Sheet Highlights || 

| (Canadian S millions) J 

As at October 31 

1997 


1996 

Cash resources 

Securities 

Assets purchased under resale agreements 

Loans 

Other assets 

$ 18,174 

27.999 
8.520 

115,765 

24.695 

$ 

14,737 

25.905 

9.112 

95.621 

19.926 

Total assets 

$ 195,153 

$ 

165.301 

Deposits — Personal 

Business and governments 

Banks 

$ 59,239 

56.328 
22^08 

$ 

47.768 

44.981 

25.145 

Total deposits 

Other liabilities 

Subordinated debentures 

Equity —Preferred 

Common 

138,975 

41.613 

5.167 

1.468 

7.930 


117. 694 
36.407 
3.251 
1,325 
6.424 

Total liabilities and equity 

$ 195,153 

$ 

165.301 

Note 1: Note 2: 

The Condensed Consolidated Financial As at October 31 . 1997. 244.909.1 52 common 

Statements have been prepared in accordance shares were issued and outstanding (October 31. 

with generally accepted accounting principles 1 998: 237.446.61 1 1 The per share statistics have 

including the accounting requirements of the been based on the daily average of equivalent fully 

Superintendent of Financial Institutions Canada. paid common shares. 

The statements include the assets, liabilities and Note 3: 

results of operations of the Bonk and all of its Tha Shareholders' Auditors have audited and 

subsidiaries and effectively controlled ^associated reported on the Consolidated Financial Statements 

corporations after the el immationof intercompany of the Bank as at and for the years ended October 

transactions and balances. Invesonenra in 31, 1997 and 1986. Their report is included in the 

associated corporations, where the Bank has Annual Report 

significant influence or holds at least 20% but not 

more than 50% of the voting shares, are accounted Note 4: 

for on the equity basis. Certain comparative amounts have been 

reclassified to conform with current year 
presentation. 

E—miftw QIWiwi SasKa Plaza, *A King Strait WM, Tororrto, Canada MSH 1 HI . 

In addition to mom man 1 ,300 bnwhH end acrais Canada. 

ScmiafaBf* haa twanenag. pffin»3.aijb«ldlaHMi»v» Corporations m wwSOcouTtriaaand tEnHonea 

Including tha UnKM Stataa. tho Caribbean, Contnil and South America. 

Europe and Africa and dw Paclfle Him. 

THE BANK OF 
NOVA SCOTIA 
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COMPANIES AND FINANCE: UK 


Unwinding of last large agreements brings the UK gas supplier more in line with competition 

Centrica settles further contracts 


LEX COMMENT 


By Virginia Marsh 


Centrica, the gas supply 
business demerged from 
British Gas, has unwound 
the last of Its large, high-cost 
'take or pay’ contracts, 
bringing the average price it 
pays far gas to within 15 per 
cent of market rates. 

It said yesterday it had 
agreed to pay compensation 
of £365m (SffLOml before tax 
to Conoco, Elf and Total, for 
“substantial price reduc- 
tions" on long-term con- 
tracts covering about 6bn 
therms. 

Centrica’s shares closed up 


2*.p at 9Z%p . 

“This deal removes one of 
the main perceived risks 
attached to Centrica- It is 
also an endorsement of man- 
agement which has achieved 
one of hs main objectives on 
budget and ou time," an ana- 
lyst said. 

The take or pay* contracts 
- inherited from British Gas 
and mainly struck In the 
1980a - committed. Centrica 
to buying North Sea gas it 
no longer needs at prices 
well above market rates. 

It is understood that the 
contracts settled yesterday 
were priced at more than 2Sp 


a therm, compared with mar- 
ket rates of about I4p. It is 
thought the move will shave 
another lp off Centrica's 
average payment per therm, 
putting the average lp to 2p 
above the market rate, down 
from fip above the rate when 
renegotiation of the con- 
tracts began two years ago. 

Analysts said Centrica's 
price commitments were 
now “ manag eable" vis-a-vis 
. competitors, given the 
strength of the British Gas 
brand. 

“The company will proba- 
bly renegotiate more of the 
contracts but you could say 


that, for the first time, they 
no longer have to as they are 
within a dose enough range 
of the competition.” said 
Howard Cattannole of Flam- 
ing Securities. 

Centrica had aimed to set- 
tle the bulk of the contracts 
before next April when com- 
petition is introduced in the 
UK gas market 

It said yesterday that, in 
broad terms, “about 70 per 
cent of the problem" had 
bean resolved and that it had 
now negotiated reduced 
prices and volumes an some 
46bn therms. The cost so Ear 
is about £75Qm mid the total 


is not expected to be much 
more than Elba. 

Before the renegotiations, 

Centrica’s theoretical liabil- 
ity was SLSbn-fiSbn, stretch- 
ing over 10-15 years, with 
most of this concentrated in 
the next five years. 

Centrica will charge the 
£365m payment to this year's 
accounts, pushing It Into 
large losses. It is also to take 
a £75m provision against 
possible further compensa- 
tion to the three companies, 
to be assessed In .2008. 

Shell and Esso are the 
only large gas produce’s stfil Boy Gardner, Centrica's 
to settle with Centrica. chief executive 



Reuters 


That Reuters is disgorging 
i another £l Jbn of spare 
cash reflectea poverty of 
ambition. This is not a 
dead-end utility but a 
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Diageo poised 
for US go-ahead 


mation markets. That said, 

having decided on cau- T; 

tious rather than break- ^ 

neck expansion, Reuters Is 

right to give shareholders 

the money. Apart from 

anything else, the move 

will cut its cost of capital 

Reuters has also given the f; 

lie to the theory that big 
capltal restructurings will 

not be tax-efficient in the UK until the newly -announced 
corporation tax regime takes effect in 1999. Its scheme - 
creating a new Reuters to buy the old Reuters with a 
mixture of and shares - could be adopted by any 
company. 


By John wniman. 
Consumer Industries Edftor 
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Approval from the US 
competition authorities for 
the £22bn ($36.7bn) merger of 
Grand Metropolitan and 
Guinness is Ukely next 
week, JOhn McGrath. Grand- 
Met’s chief executive said 
yesterday. 

Diageo, as (he new group 
will be called, will have 
about 60 per cent of the US 
standard scotch market and 
has offered to sell Dewar’s, 
the leading brand there. 

Mr McGrath, who win be 
chief executive of the 
merged group, refused to 
comment on the expected 



HANSON PLC 

SECOND INTERIM UNAUDITED RESULTS 
FOR THE 12 MONTHS ENDED SEPTEMBER 30, 1997 

3 MONTHS OPERATING PROFIT UP 21% 


Results 


• Due no the change In Hanson’s accounting reference date to December 31 the company is required to report the results for 
the 12 months ended September 30, 1997 (the old accounting reference dace) as a second Interim. Shareholders should expect 
to receive In March 1998 the report and accounts covering the 15 month period to December 31, 1997. 

• The figures for the 12 months ended September 30, 1997 include a pre-demerger contribution from The Energy Group PLC 
The 1996 figures indude profit from demerged companies and on disposals. The 1996 interest charge reflects the higher debt 
level of the pro-demerged company. 

Current trading and outlook 

• Hanson PLC is a leading international building materials company, with operations in the UK, Europe and the USA 
Operating profit for the three months to September 30, 1997 increased to £97.3 million (£733mn). The underlying profit 
increase was 21% after taking into account about £7 million of reorganisation expenses charged in the previous year. Pre-tax 
profit was £833 million. 

■ In the US construction activity remains strong. The oudook for Cornerstone, Hanson’s largest business, is encouraging, with the 
US Government^ commitment to Infrastructure spending likely to be very helpful. In the UK expenditure on roads remains 
curtailed by the Government, but prospects for housing and commercial building are reasonable. Conditions remain challenging bn 
Continental Europe with no Immediate improvement foreseen in this rather quiet market. 


3 months ended 


12 months ended 



Sept 30, 1997 

Oct 1, 1996 

Sept 30, 1997 

Oct 1, 1996 


£mn 

£mn 

£mn 

£mn 

Sales turnover 





Continuing 

730.0 

687.1 

2,445.6 

2,348,8 

Discontinued 

- 

23893 

2,1883 

10,135.6 


730.0 

3,2763 

4,633.8 

12,484.4 

Operating profit - continuing 

973 

733 

255.1 

217.6 

Associated undertakings 

7.9 

103 

18.1 

25.4 

Discontinued operations 

- 

306.1 

244.7 

1383.7 

Central expenses 





less properly and other income 

(3.7) 

10.6 

5.9 

(0.6) 

InffirPCt flvndnea 


(75Q\ 

«4 

mo n 






Exceptional items 

(9.4) 

13 

(583) 

6093 

Profit on ordinary activities before tax 

833 

326.7 

370.7 

1,805.8 

Taxation 

(15-8) 

159.9 

(673) 

(3873) 

Profit available for appropriation 

67.5 

486.6 

303.4 

1,418.6 

Dividends 





Cash 

- 

(156.1) 

(78.1) 

(623.6) 

- Demerger Energy 

- 

- 

(33033) 

- 

Demerger Millennium & Imperial 

- 

(831.1) 

- 

(831.1) 


673 

(500.6) 

(3,077.9) 

(36.1) 


Earnings per ordinary share 
Undiluted 

Undiluted before exceptional 


218.6p 

1 5 i _5p 


Now Cah dffvkfaida for 1997 reface no dividends of 8p and 4p per ordinary share (adjusted far shaft cotnofafadoti) paid on January 
October 14. 1997 respectively. 


10, 1997 and 


SHAREHOLDER ENQUIRIES TO HANSON PLC, 

I GROSVENOR PLACE, LONDON SWIX 7JH TREPHONE NUMBBL- 0171-245 1245 


disposal of Dewar's, or 
rumours that it would have 
to sell Bombay Sapphire, a 
premium gi«. 

But be said the Federal 
Trade Commission, would 
issue its ruling before 
December 17 when trading 
begins in shares of Diageo. 
The disposals under discus- 
sion. would not affect more 
than 5 per cent of profits 
before tax, interest and 
exceptional items, he said. 

His comments came as 
GfraadMet announced its last 
set of results before the 
merger, with a 1.7 per cent 
increase in pre-tax profits 
before exceptional items to 
£98lm. The figure was 
depressed by the strong 
pound, which cut a net £58m 
from profits. Turnover fell 9 , 
per cent to £8-17bn. but sales 
in continuing businesses 
rose 5 per cent before 
exchange rate changes. 

The company took a £l35m 
exceptional charge on the | 
sale of businesses, of which 
£85m was in respect of good- 
will previously written off to 
reserves. These Included 
£54m on the sale of its 50 per 
cent stake In the Inntrepre- 
neur Pub Company, and 
£38m for the Aunt Nellie's 
Farm Kitchens business of 
its Pillsbuzy food division. 


Reed/Wolters 

Reed Elsevier, which is planning to merge with rival 
publisher Wolters Kluwer, looks an i ncreasingly bedrag- 
gled bride. Based on yesterday's trading statement, Reed 
will be lucky to produce flat profits for 1997, even before 
p.2QQn i or so of exceptional costs to sort out the debacle at 
its travel division. 

Since these problems came to light just before the 
merger was sealed, there is no reason for renegotiating 
the terms. But the fact that Reed's shares have jumped 17 
per cent since the deal was announced, while Wolters 
Eluwer's have risen just 4 per cent, confirms the In i tia l 
I imp ressio n that Klnweris shareholders have got the short 
end of the stick. 


Reed Elsevier gives 
provisions warning 


By Christopher Price 


Reed Elsevier, the media and 
electronic publishing group, 
yesterday . set out the time- 
table for its £20bn ($33.4hn) 
merger with Walters Kluwer, 
with details to be issued on 
March 27. Shareholders from 
the three companies will 
vote on the proposals a 
month later. 

The Anglo-Dutch com- 
pany, which updated share- 
holders with a trading state- 
ment, warned of “substantial 


provisions’' in this year's 
results. These would mostly 
relate to Reed Travel, the 
travel directories division, 
which in September reported 
irregularities in its circula- 
tion figures. 

Compensation to advertis- 
ers and a write-down of 
assets have led analysts to 
expect exceptional provi- 
sions of about £200m. 

Mark Armour, financial 
officer, said trading in the 
rest of the group was in line 
with market expectations. 


Italian defence with 
a strong French accent 


Andrew Edgecliffe- J ohnson 
and David Owen on the future 
of the GEC Alsthom alliance 


T he future of the 
Anglo-French power 
and transport group, 
GEC Alsthom, lias been set- 
tled by what Lord Simpson, 
GEC’s managing director, 
describes as "the Italian 
defence”. 

The allusion is to football 
rather than military elec- 
tronics and describes the 
“man-to-man marking" by 
which GEC and Alcatel, the 
joint venture's parents, have 
fixed on a flotation expected 
to value the business at 
about £4bn ($6.7bn). 

The notion of the two com- 
panies ending up with equal 
stakes, equal board represen- 
tation and equal rights in 
the new company was not 
originally on the cards. GEC 
wanted to demage Its stake 
to its shareholders, while 
Alcatel is understood to 
have considered a public 
offering for part of its stake. 

That solution would have 
meant turning the Dutch- 
registered joint venture into 
a UK-based company - an 
outcome that Alcatel would 
have been unlikely to allow 
without securing conces- 
sions in return. 

Nor would GEC's share- 
holders have had a block 
against the intentions of 
Alcatel, which would have 
retained a dominant stake in 
GEC Alsthom. The French 
company, meanwhile, saw 
tax problems In a demerger. 

The solution has distinct 
Anglo-Saxon elements, but 
some analysts suspect Als- 
thom (which will drop GEC’s 
name once it becomes inde- 
pendent) will be a very 
French company. 

Following a flotation 
within the first six months 
of 1998, Alsthom will be reg- 
istered as a French com- 
pany. and apply for listings 


in Paris, London and New 
York. Its president and chief 
executive Is expected to be a 
Frenchman, Pierre Bilger. 

Both parents will retain 24 
per cent stakes, which they 
have agreed to hold for at 
least a year. GEC would not 
say what its plans are after 
that date, but it is not expec- 
ted to be a long-term bolder. 

Lord Simpson said the tim- 
ing of the Alsthom flotation 
was apposite, given the 
strong interim results GEC 
announced yesterday. Ana- 
lysts were less sure, and 
their estimates of Its value 
range from £3.5bn to £4.9bn. 

Analysts pointed out that 
GEC Aisthom’s five divirions 
had had mixed fortunes. The 
largest, power generation, 
faces intense competition 
from larger rivals. Like-for- 
Iike sales fell 2 per cent 
because of slower turbine 
deliveries; after translation 
into sterling reported sales 
were 17 per cent down. 

Math Davfes-Jones of Salo- 
mon Brothers warned that 
Aisthom's valuation might 
be depressed by the global 
overcapacity in the power 
generation market and the 
feet that Aisthom's rivals in 
transport equipment were 
having a tougher time. 

One drawback of the flota- 
tion, he added, was that the 
new Alsthom would effec- 
tively be bid-proof, at least 
until GEC decided what to 
do with its 24 per cent stake, 
and that the stake could 
overhang the market 
- Few analysts quibble with 
the strategic benefits for 
GEC or Alcatel From GEC’s 
point of view, the joint ven- 
ture's formation in 1989 was 
a defensive move to find new 
customers as privatisation 
took hold in the UK. That 
rationale has faded and the 


flotation is a key step in get- 
ting away from the joint-ven- 
ture culture of Lord Simp- 
son’s predecessor, Lord 
Weinstock. 

For Alcatel the planned 
initial public offering will 
mark a further important 
step in a reshaping first out- 
lined by Serge Tchuruk, 
chairman, more than a year 
ago. This will see the French 
group refocus on its core 
telecommunications busi- 
ness while retaining impor- 
tant interests in transport, 
energy and defence. 

In Paris. Mr Tchuruk indi- 
cated that he saw an advan- 
tage in maintaining a pres- 
ence in two sectors his group 
knew wall and in acting as 
“an intelligent shareholder”. 

He said GEC Alsthom had 
been “imprisoned” by the 
need to consult its two 
shareholders for strategic 
decisions and a flotation 
would allow it to “take its 
destiny in hand”. This will 
entail some change to its 
capital structure, probably 
through an “extraordinary 
dividend" to the parent com- 
panies from cash reserves 
exceeding £lbn. 

Significantly, Mr Tchuruk 
also said Alcatel had been 
blacked from bringing 
“coherence" to its energy 
assets, which include 44 per 
cent of Framatome, the 
nuclear engineering group. 

Attempts to merge 

Framatome and GEC Als- 
thom collapsed in ApriL Yes- 
terday's GEC Alsthom 
announcement was a “first 
unblocking" of this problem, 
Mr Tchuruk said. 

Many observers suspect 
French authorities see the 
flotation as a prelude to com- 
bining Framatome and GEC 
Alsthom. Analysts believe 
any such efforts will con- 
tinue to meet stiff resistance 
from GEC - as long 85 it 
remains an Alsthom share- 
holder. 

The Italian defence is not 
over yet 


GEC £300m share buy-back 


GEC is to return £300m fssoim) of cash to 
shareholders by buying bads its own shares, 
lifting their value writes Andrew Edgecliffe- 
Johnson. 

Although GEC took authority for a buy- 
back of up to 400m shares, costing £i.6bn. 
at its last annual meeting, John Mayo, 
finance director, said the scale of the move 
was determined by the company's advance 
corporation tax position and foreign divi- 
dend Income. Lord Simpson, managin g 


director, said further buy-backs were possi- 
ble if GEC did not find, acquisitions that 
were more attractive. 

The buy-back Was unveiled alongside pre- 
tax profits of £442m for the six months to 
September 30, compared to £26im last time. 
The company said the figure represented an 
underlying rise of 5 per cent who* last 
year’s £50m charge from exceptional dis- 
posal losses was excluded, and came despite 
a £24m blow from currency movements. 
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MANAGEMENT 


Watching how different types of people use goods and services can supply useful information, says Alison Smith 


Shoppers under 
the microscope 


T he scene is a US conve- 
nience store: “cappuc- 
cino devotees" stride 
confidently towards the 
co See dispenser, while “clandes- 
tine c onsum ers" consider a range 
of snacks after choosing their 
main purchase, and "explicit 
treaters” wander in search of 
something to satisfy a vague 
desire before selecting the famil- 
iar comfort of a chocolate bar. 

Clearly, researchers wanting to 
understand more about consumer 
habits would learn little about 
these shoppers merely by analys- 
ing how often people visited the 
store. But by using a technique 
called observational research - 
watching how different types erf 
people use goods and services - a 
fuller picture can be obtained. 

By watching what happened in 
the convenience store, E-Lab, a 
Chicago-based research consul- 
tancy, was able to advise 
PepsiCo, the international food 
and soft drinks group, on where 
and how to position its products 
in order to get hi ghe r sales. 

Observing how people behave 
in different surroundings or how 
they handle pieces of equipment 
is valuable in helping a company 


meet a specified aim, such as 
entering a new market, and in 
developing products to meet 
future needs that consumers 
have not yet reccgnised. 

Observational research ranges 
from the distant to the intimate. 
For some projects, studying foot- 
age of people browsing in a shop- 
ping mall or negotiating their 
way through an airport can be 


Observing how 
people behave is 
valuable in helping a 
company meet a 
specified aim . 


appropriate. For others, research- 
ers spend time with subjects as 
they use the product at home or 
work. 

“It’s a matter of trying to get 
under the sk-m of real people," 
says Tim Brown. European direc- 
tor of Ideo, a product develop- 
ment company. For example, 
watching a travel agent set up a 
conference cal] by arranging a 
speaker phone for each person 
and putting the handsets 


together demonstrated how she 
equated one phone with one per- 
son - an insight Ideo used in its 
advice on phone software to 
AT&T, the US telecoms operator. 

Finding the right people to 
watch is critical for techniques 
that involve observation of a few 
individuals or households. In con- 
trast to conventional market 
research, where consumers are 
chosen because they fit squarely 
in the middle of particular cate- 
gories. consumers picked for 
shadowing are intended, as Mr 
Brown says, to "hit the edges”. 

This might involve selecting 
people who are "early adapters” 
to new technology, and those 
most resistant to it; or people 
using the product in an unusual 

environment. 

In the UK the process can still 
be informal, while in the US 
selection is itself a business. "We 
use an outside agency - which 
mainl y handles focus groups - to 
screen and recruit participants," 
says Liz Sanders, head of 
research at Fitch, the design con- 
sultancy, in Ohio. 

One factor driving the growth 
of observational research is tech- 
nology. Advances in photography 



Watching brief: Observational research "is about trymg to get under the skin of red people", according to one practitioner 


and video recording make it 
easier to obtain and analyse the 
observations, increasing the 
research's value. Secondly, tech- 
nology -is itself an area where 
consumers may not be well- 
placed to articulate needs that 
could be met by a new generation 
of computers, telephones or other 
machines. 

Fitch used observational 
research when it was advising 
Compaq, the computer company, 
on the design of the Presario per- 
sonal computer. "By working 
with consumers in their homes, 
we came to the realisation that a 
computer should be more 


friendly for borne use," says John 
Filltngbam. director of policy 
research at Fitch in the UK. “For 
example, the Presario’s features 
include a compact disc rack and 
a great pair of speakers - it looks 
more like a consumer product." 

He adds, however, that while 
observation shows researchers 
what people do, it does not tell 
them why. "A combination of 
observation and what consumers 
say about what they do gives you 
an ability to cross-check." 

Dorothy Leonard, writing in 
the current issue of the Harvard 
Business Review, identifies five 
types of information available 


from observation. Apart from 
needs that consumers have not 
yet articulated, they are: the 
triggers that prompt people to 
use a product or service: how the 
product relates to the consumer’s 
environment; how consumers 
customise the product (and so 
how manufacturers can make 
those modifications for them); 
and the intangible qualities con- 
sumers value in the product. 

Some consultants believe 
observational techniques can 
contribute even in the area of 
brand identity, provided the 
observations are evaluated prop- 
erly. This goes well beyond 


whether packaging is convenient 
to open or whether a software 
programme is easy to use. 

“Every kind of behaviour has a 
particular framework and the- 
ory." says Rick Robinson of 
E-Uib. “It's n matter of finding 
the meaningful pattern." 

Steelcase. the US office fund 
ture company, wanted to shift 
from being rooted in manufactur- 
ing excellence to being based on 
understanding work processes. 
Observational research helped it 
develop the new identity, and 
design its showrooms to encour- 
age customers to buy on thu 
basis of that understanding. 
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When difference is the best policy 

Research shows that techniques once thought to lead to 
corporate excellence have pitfalls, reports Alan Cane 


A former general manager of 
Nestle's.US operations and 
an Oxford University 
academic have poured cold water 
on one of today’s most p er v asive 
management panaceas: the idea 
that copying “best practice” is a 
path to corporate excellence. 

Augustus van Nievelt, 
president of VN International in 
the US, and Leslie Willcocks, a 
management academic from 
Templeton College. Oxford, base 
their conclusion on data from 
300 companies going back more 
than 10 years. “Best practice can 
be extremely dangerous,” they 
argue. It is, they say, Kk* telling 
the worst students in a class to 
imitate the study habits of the 
best. “Such an exper im ent Is 
likely to have a disastrous effect 
on the unfortunate laggards who 
need assistance at a much more 
basic leveL" 

Best practice, business process 
re-engineering, total quality 


management, and benchmarking 
are all management techniques 
that attempt to combine 
information technology with 
corporate reorganisation aimed 
at improving efficiency and 
competitiveness. They have 
eqjoyed fitful popularity since 
the 1980s. None of them, 
however, has proved consistently 
successful and the question of 
how best to invest in 
information technology for 
competitive advantage remains 
unanswered. 

Messrs van Nievelt and 
Willcocks are scorofrd of 
consultants who advocate such 
techniques in spite of scant 
evidence of their appropriateness 
and efficacy in specific 
circumstances. “They [the 
techniques! are rarely assessed 


against what our research has 
found to be a key measure of 
performance: relative customer 
satisfaction - that is, customer 
ratings comparing the company 
with its major competitors.” 

Only limited improvements in 
performance can be expected 
from reducing complexity 
without investing in IT, they 
say. “But providing a highly 
complex organisation with 
significant investments in IT is 
predicted to lead to major 
economic damage.” 

The research is based on data 
Mr van Nievelt has collected 
since 1983 with a view to 


identifying the significant 
variables that govern a 
business’s organisational 
performance. He calls it 

mar king' or ganisati onal 
performance. 

Messrs van Nievelt and 
Willcocks’ most important 
finding is that companies that 
are falling behind their principal 
competitors should not try to 
improve on a broad front, but 
focus cm unique attributes that 
will shift them into a market 
niche or help them leapfrog the 
competition. 

A market leader that improves 
its product or service would 


expect to gain a bigger share of a 
more profitable market. When a 
market laggard improves its 
offering, however, product 
differentiation decreases as it 
catches up and the resulting 
price war will chiefly hurt the 
company with the smaller 
market share. 

International Business 
Machines, the world’s largest 
computer manufacturer, 
provides an example. In the late 
1980s and early 1990s. IBM’s 
leading position in the computer 
industry began to slip as 
networks of personal computers 
found favour over the traditional 


mainframes that were its 
strength. IBM reacted as if it was 
still the unchallenged market 
leader, embarking on an 
aggressive campaign of 
corpo ra te decentralisation, 
re structur ing the business into 
autonomous units in an attempt 
to cut costs and remove layers of 
management. 

With hindsight, it was the 
wrong move. Mr van Nievelt and 
Mr Willcocks point out: “Across 
the board corporate 
decentralisation is likely to have 
rather mixed results, since 
empowering businesses that are 
in a less than favourable 
competitive position is predicted 
to lead to severe performance 
deterioration.” 

And IBM’s performance 
deteriorated. Louis Gerstner. 


who became IBM's chief 
executive in 1993, took an 
opposite line, spending his first 
six months finding out what 
customers wanted. Product 
improvements followed, and 
today IBM is reckoned to be well 
on the way to recovery. This 
“back-to-basics” approach is 
applauded by Messrs van Nievelt 
and Willcocks who quote Jack 
Welch, of the US GEC group, 
who told his business unit 
managers: “Be number one or 
number two in your market or 
get out” 

Mr van Nievelt and Mr 
Willcocks say: “The significance 
of this brilliant but hard to copy 
strategy has not always been 
fully appreciated." 

Benchmarking Organisational 
and IT Performance. Augustus 
van Nievelt and Leslie IVillcacks. 
£65. Templeton College. Oxford, 
OX1 5N Y. 
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SALE OF THE SUBSIDIARY COMPANY 
“SOCIETA FUNIVIARIA ALTO TIRRENO p.A * 

The SodetA ftafiana per i Gas pA (ITALGAS), a company of the Bit, based in 
Turin, Via XX Settembre, 41, TUrin Company Registry no. 52/1883, sham capital 
m_ 696,781 ,312,000, intends to receive and evaluate purchase offers, made by 
single entities, in respect of 100% of the share capital oh 

SOCIETA FUNMAMA JU30 TIRRENO PER AZIONJ 

The Societa Funrviaria AKd Tirreno p.A., based in Savona, Savona Company 
Registry no. 9072, share capital fTL1 1,000,000,000 (eleven baton) wholly paid-up, 
carries out the ragyard activities of unloading, transporting, storing and refoacting 
of dry bulk goods through a railway concession granted in respect of the 
cableway system and an unloading concession granted in respect of the maritime 
area owned by the State. The unloading operations are carried out by four grab 
cranes with a maximum capacity of approximately 15,000 tonnes per day. The 
unloaded material « first conveyed through belts to specific s9os located along 
the dock and then transported to the storeyaid of Cairo Montenotte (Sv) via two 
cableway lines. These fines, both automated, connect the harbour erf Savona with 
Cabo Montenotte covering a distance of approximately 18 kilometres with a 
maximum difference in height of 520 metres. The cableway has a maximum 
weight load capacity of 400 tonnes per hour (200 tonnes per fine). The area of 
Cairo Montenotte is served by an 18-kHometre railway and covers a total area of 
29 hectares - of which 8 are owned by ITALGAS and currently also for sale - which 
allow a deposit of over 600,000 tonnes of dry bufle goods. 

The forwarding operations to final destinations take place, with a maximum 
reloading capacity of approximately 10,000 tonnes per day, through motor 
vehicles and rafiway wagons with direct connection to the Stale railway station of 
S. Giuseppe (Sv). 

The total workforce of the Company as at 30th June 1997 was 248 employees. 

riALGAS have appointed KPMG Consulting S.pJL- Corporate Finance to act as 
consulta n t s f or the current sale transaction. Any i nterested parties may communicate 
ttwrir intention to subn* offers and request further i nf ormation, also via fax. to: 

KPMG Consulting S.p-A. - Corporate Finance 
VhimorPisani, 25- 20124 MSan (Italy} 

Ea.of: Datt Stefano Timzi -Thl.039-2- 67643610 - Fax. 039 - 2 - 67643603 
FjLOhDotL Enrico Amo -TeL 039- 11 -836036 -Fax. 039- 11 -81 7B342 

An information document, specialty prepared for the purpose, wffl be sent to those 
who, in the opinion of ITALGAS, are considered suitable tor admission to the sale 
procedure and who have subscribed and returned to KPMG Consulting S.pA 
within the deadline of 31st January. 1998, a document whereby they commit 
themseives'to confidentiality, accept the terms and conditions of the sale 
procedure, and provide a des cripti on of their-activities and the reasons for the 
present investment AH intermediaries wffl be requested to reveal the identity of 
the persons whom they represent 

The present advertisement represents an invitation to make offers and it is neither 
a public placing ex CMI Code Art no. 1336, nor a request for public savings as 
stated in Art 1/18, Law no. 216/1974 and Its subsequent amendments and 
integrations. The present advertisement and the receipt of eventual offers do not 
result in any obligation or commitment by ITALGAS to sell to prospective 
purchasers, nor does it give the latter any right to any title against riALGAS 

including the payment of brokerage commissions and/or possflrfe consultancy 
fees. 

The text of the original advertisement In Italian will prevail over any other text 
published In a foreign language in any foreign daily newspaper. The present 
advertisement and the sale procedue am subject to ttafian few. 
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For Sale 

SAWMILL IN BALTIC STATES 

The sawmill has been developed on a “greenfield** site 
over the last 3 years, and incorporates a very high .degree 
of current sawmilling technology coupled with top quality 
construction standards. 

The sawline utilises circular saws and has a capacity of the 
order of (iO.OClOm* of sawn limber per annum. The sawmill 
also bas a current kilning capacity of 30,000m 1 per annum 
which can easily be expanded to utilise die spare capacity 
of the existing waste fire boiler plant of 3.5 MW capacity. 
The sawmill is built on a 24 hectare freehold she. which is 
located within easy reach of ports where both sawn timber 
and residues ore exported. 

As well as the sawmill itself, the company has its own fleet 
of transport equipment for all products and by-products, 
some reprocessing facilities and an efficient, proven local 
workforce and management team. 

There is ample room for expansion on site for 
manufacturing and production of sawn timber into finished 
products, ie furniture, glue-wood and numerous other 
wood products. 

The principles wish to dispose of this business due to their 
need to concentrate on the continued growth of their core 
activities. 

Interested parties should contact: 

Group Chairman, Box B5603, Financial Times, 

| One Southwark Bridge, London SE1 9HL 


SPECIALIST TILING & BATHROOM SUPPLIER 

FOR SALE 

3 owned outlets in West Country 
t/o£lm+ NP 10%+ 

Set for expansion but sale due to impending retirement 

Teb 01703 233522 
Fanshawe Lofts 
Chartered Accountants 

Authorised oy 

the ktsusute of Chartered Accountants in England and VUes 
to carry on bwesmtern Bu&me&s 



DOCUMENT ARCHIVING - DATA MANAGEMENT COMPANY 

With Optical Seaming and Microfilming Service 

■ Strong customer tone with xnt* 50 Mifa) Nsbcnot Ctlontt 

■ Operational Mainly London/South 

■ Forward order book vatue £1 melon plus wttti M£) ©» 

■ Advanced tT prapu maa /Oqurptnent - strong manage mem/ operational town 

■ ExceSem potential for fast grown) as independent or inlegrated dMston 


One S o n Mnrat fc Bridge, tondon SE1 9HL 


IRISH RECRUITMENT COMPANY FOR SALE 

Our client to a Long ratabitobed and reputable company with 
a string Net Worth, good profit record and enOail chan list. 
Croup oanoMrdree I3 dl 

Fcr further details please contact Ret - DPB Rrcndiman. 

Boylsn fit Dodd. Chanaed Accountants. Kre-noa House. 

Arran Court. Arran Quay. DuWtn 7. Ireland 
Ai Iheaotaesl cor\fidawr 


ADLERS 

nwnmn sun n ous 


Or the instructions uf 
Ian Hanses Associate* 
(Liquidators of Handyvam Lid 
and May brio Lid - hodt in 
Membra 1 Voluntary Lhpildniiunl 

Sheekeys Restaurants 

at 28/3 - Si Martins Court. 
London. WC2 
and Temple Court. 

U Queen Victoria Street. 

London EC4. 

Detail* Tram Sole Agent 
(Reference MSFi 

Tot BIT) rr “k fa*, ari 4H. WJX 

MWMK1LF (tnn.UMO\WIMIiU 


INTERIOR DESIGN 
BUSINESS 

Outright sale sought 
WcB rsutbUsbrd, htgi profile, bum) 
Astxir/WiiintxoTh/WUMlHCT am 

Farjuxther drtaUa. picas*- let 

Jacksons on 01344 874405 


LEGAL 

NOTICES 


Na.UKT.Kbiif|WT 
IN THE HIGH COURT OF JbSTICt 
CHANCERY DIVISION 
COMPANIES COURT 

IN THE MATTER OF 
DAMCUI LIFE PROPERTY 
(LONDON) LIMITED 
-and- 

in the Matter of the 

COMPANIES ACT 1WB 




Coopers 

&Lybrand 


LACE CURTAIN 
MANUFACTURER 


f/ 


The Joint Mmlnlstnato Racatvas, Mcxk Shires and Bob Baitey, 
offer far salB tie business and assefe of this tong estabfished 
lace curtain manufacturer based In he East Midlands. 

Pitadpfi] features of flw business Mode: 

• established customer base and dfelribu&on nefworic 

• turnover c£3m 

• adensfw range of high qualify producte 

• computerised Ktiri Mojer' toAtag machines 

Fartuflier Mbmetion, please contort Groham WbHoff 
of Coopers & Lytxond, Cumberland House, 35 Park Raw, 
Nottingham NG1 BFY, 

Tel: 01 15 908 2331. Fax: 0115 941 0192. 


CoapenA Ljtnad s emtaoaed by tee team rfOand Accotmona 
fa Eajhod aad Wife* la eaoy an br«M Batam. 


PUBLIC NOTICES 



BUSINESSES FOR SALE 


Appears in the Financial Times every Tuesday Friday 
and Saturday. For further InftHmation, 
or to advertise mthls section, please contact 

Melanie Miles on 
44401718733349 


NOTICE IS HEREBY GIVEN itai ■ 
Pei u km .» preened to Her Majesty's 
High Court or Jlntkv. Ounccry Divuurt 
on 18th November IW7 (or die 
eonfimunoo of Pic irdunMn of lkur 
canted of the above named Company (ram 
cvnaxwwo m C53 jmojuoo. 

AND NOTICE a further {hen Hat dir sod 
Prriuoq i>. directed to be beard before the 
Registrar of the Cftr Court al the 
Rotal Count of Jiunuc. Strand. Lmdno 
WCA 2LL on Wcdncsihy the IT* da) of 
Decant'd 1997. 

Any Creditor or Shareholder of the uid 
C omp an y ifc-uring to ctpoae dm making of 
an Order lor the confirmation of the and 
rafariuin of (hire eapnal ahould a pp ear u 
die tntte of die hraitnf fa perm or by 
CetBBCl for dial putpeat 

A copy of die laid ItaWco will he h u rdled 
to in> penan ttwarmg die hoe by the 
undbiMm toned Sohciton on payment of 
the Reguhard Char** for the umc. 

Dated the 5th day of Drcente I W7 

CLIFFORD CHANCE 

KWAidcoaneSocti 

UodoaECIA-UJ 

Ref: KO SoWriwn to the Company 


NaUI525SafIW7 
IN TOE HIGH COURT OF JUSTICE 
CHANCERY DIVISION 
COMPANIES COURT 

IN THE MATTER OP 
DOMINTAST INVESTMENTS 
LIMITED 
■and - 

IN THE MATTER OF THE 
COMPANIES ACT IKS 
NOTICE K HEREBY GIVEN that the 
Order of the High Court of J unice 
i Chancery Dtviaiooi dated lOih November 
W*7 amflnafag the reduction of capita! of 
the above named Company front 
£ I6JOOJJOO to CJldJSfe and the Mfame 

arrowed by the Cam ihoolne Kith raped 

10 the capo*! u altered the several 
pardeultea required by the above m a t u rate d 
Act were reprieved by the Rcsbuar of 
Companies «: I « November 1997. 

DATED this 2nd day of Decenher 1977 

WOdc&qac 

1. Heel Place 

Lomlon EC4M 7WSW 

Ref: RCPHS345IUCCI WllnilC 

SoBdun far die above maned company 
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INTERNATIONAL CAPITAL MARKETS 


US long bond yield tests 6% 


GOVERNMENT BONDS 


By John Labata in New York 
and Vincent Boland 
an London 


Government bond markets 
powered to new highs yester- 
day after the US long bond 
yield fell below 6 per cent for 
the first time in nearly two 
years. In Europe, the bullish 
mood was reinforced after 
German and UK interest 
rates were left unchanged. 

Renewed buying of US 
TREASURIES from domestic 
and overseas investors sent 
the long bond yield briefly 
below 6 per cent, its lowest 
since January 1996. By mid- 
day the 30-year bond had 
fallen from its earlier levels, 
gaining j, to 101&, yielding 
6.014 per cent. 

The 10-year note rose i to 
102%, yielding 5 .817 per cent, 
while the two-year note was 


■k higher at 99%, yielding 
5.692 per cent The Federal 
Funds rate, fee benchmark 
Short-tom rate, was 5JS6 per 
cent Short-term Issues were 
said to have benefited from 
more stability in the Korean 
and Japanese markets. 

“We think we'D break 
through 6 per cent more 
decisively tomorrow," said 
David Ging. market strate- 
gist at Donaldson. Lufkin & 
Jenretta This week’s most 
important economic statis- 
tic. the unemployment 
report for November, will be 
released today. 

Analysts were surprised 
by a morning report an ini- 
tial jobless claims for the 
final week in November. The 
report showed claims down 
3.000 to 303,000, a change 
that normally would be a 
bearish indicator far bonds. 

“The market has some- 
what decoupled itself from 


the weekly reports and it 
focused on bigger Issues," 
said Stan Shipley, senior 
economist at Merrill Lynch. 
In a separate report, non- 
farm business productivity 
for the third -quarter was 
shown to be up 4.1 per cent 

GERMAN BUNDS outper- 
formed in Europe, with the 
March future settling 
0.27 higher at 103.79, while 
the December fixture settled 
0.19 higher at 104-43. The 
Bundesbank left its interest 
rates unchanged, with the 
next move on that front now 
expected in the first quarter 

Of 1996. 

David Knott, core Europe 
specialist at Deutsche Mor- 
gan Grenfell, said the mar- 
ket had seen steady buying 
of Bunds in the last couple 
of weeks at the expense of 
US Treasuries, and domestic 
German investors bad been 
caught napping by the sharp 


rise in Bunds recently, leav- 
ing the market well sup- 
ported at current levels. 

"To our mind the safe 
haven bond market is the 
Bund market, not the Trea- 
sury market. Bunds are in 
good shape.” he said. 

UK GILTS were buoyed by 
the Bank of England’s deci- 
sion to leave interest rates 
unchanged. The March 
future settled Vi higher at 
120&. Analysts said the 
Bank's decision made sense, 
adding that it was looking to 
Christmas spending patterns 
for clues on UK inflation. 

“With the strength of ster- 
ling, it has to seem reason- 
able that inflation may again 
be erring on the downside. If 
that happens. gOts start , to 
look very attractive,” said 
Don Smith, gilt specialist at 
HSBC Markets. 

• Deutsche TerminbOrse. 
the German derivatives 


exchange, is cuffing its fees 
sharply to attract more 
members and step up compe- 
tition with the London inter- 
national Financial Futures 
and Options Exchange, 
writes Andrew Fisher in 
Frankfort 

From next January, the 
DTB wifi no longer charge 
up-front admissi on fees and 
annual membership fees for 
trading. JOrg Franke, the 
exchange’s general manager, 
said annual savings to DTB 
participants would be 
DM34,000 or DM17,000 for 
market makers. 

New members would no 
longer have to pay an initial 
DM102,000 to trade on the 
DTB, while the admission 

fee for clearing memberships 
would be halved to 
DM100,000. The yearly fee for 
clearing members would be 
cut from DM66,000 to 
DM50,000. 


Further 
market 
reform by 
Germany 


CAPITAL MARKETS NEWS DIGEST 


IMF says Hanoi 
should delay issue 


By Andrew Hsher 
in Frankfurt 


New borrowers 
fill supply gap 


New international bond issues 


Anna* Coupon Plfca MMofe ftee Spread 
tioiiu ssr n. % K bp 

; SUS Dpi I ABS. . ; x.T. .-.r. . • ..... ... 


INTERNATIONAL BONDS 


By Edward Luce 


It was almost like old times 
in the eurobond market yes- 
terday, with investors some- 
thing approaching a genuine 
choice in the dollar sector. 
With S2.4bn in new issues, 
the primary market was at 
its busiest since the crisis in 
late October. 

In one respect, however, 
the market bore no relation 
to its pre-October bull phase. 
“We’re seeing a lot of new 
borrowers filling in the 
recent gap in supply," said 
one official in London. "But 
they're coining at pretty gen- 
erous prices and they're pre- 
paring the ground v e r y care- 
fully beforehand.” 

TELEFONICA, Spain's pri- 
vatised telecoms company, 


was top of the list with its 
inaugural eurobond issu e, a 

$55Qui offering. 

The five-year bond, under- 
written by J.P. Morgan and 
Salomon Brothers, was 
priced to yield 54 basis 
points over Treasuries and 
narrowed by at least l basis 
point after launch. “This 
was priced to succeed, but 
then we’re still in an unpre- 
dictable market," said one 
trader. 

A (300m offering from 
Germany's DSL BANK 
prompted gimfiar views. The 
issue,' seen as the first seri- 
ous fixed-rate dollar deal by 
a bank since the market cri- 
sis, was priced to yield 27 
basis points over five-year 
Treasuries, compared with a 
spread of 11 basis points an 
DSL’s last five-year dollar 
deal in February. 
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CADES, the French gov- 
ernment agency created to 
manage the accumulated 
debt of the social security 
system, issued a $500m offer- 
ing that tightened to about 
10.5 basis points through 
Libor after launch. BADEN- 
WUERTTEMBERG, the Ger- 


man region, also made a 
$50Qm offering. 

AMBROVENETO. the Ital- 
ian hanir which launched a 
$400m debut on Friday, 
exploited benign market sen- 
timent with a $100m add-on. 

Market rumours suggested 
that Argentina, winch broke 


the ice with a lira offering 
last week, was planning a 
fixed-rate dollar offering In 
the near future. 

“Everything is possible at 
a price." said one trader. 
“Investors have built up 
large cash positions in the 
last lew weeks." 


Further moves to streamline 
Germany’s capital market 
ahead of European mone- 
tary union have been 
announced by the finance 
ministry and the Bundes- 
bank. 

From next year, all bor- 
rowing by special funds - 
such as those set up to meet 
railway debt or unification 
costs - will be included 
under the overall federal 
debt (Bond) heading. This is 
aimed at improving liquid- 
ity by increasing the volume 
of Bund Issues. 

The ministry said the gov- 
ernment's standing in capi- 
tal markets would be 
reinforced by the greater 
size of debt tranches and 
regularity of issues in differ- 
ing maturities. This was 
especially important ahead 
of the unified euro capital 
market resulting from Emu. 

Special funds would also 
benefit from the govern- 
ment’s favourable borrow- 
ing terms. Until now, their 
debt issues have been made 
separately, though guaran- 
teed by the government. 

Also agreed by the minis- 
try and the Bundesbank was 
the scrapping of the federal 
bond consortium, which has 
lost significance. Future 
issues will be on a tender 
basis, with a new “federal 
loan bidding group" respon- 
sible for placing government 
debt ranging from short- 
tom issues to 10-year and 
30-year Bunds. 

The consortium, compris- 
ing about 100 banks and 
dating back 130 years, has 
lately accounted for less 
than 10 pa- cent of federal 
debt issuance, the rest bring 
sold by tender or directly 
into tiie market. 


The International Monetary Fund yesterday said Vietnam 
should not Tnaki» its planned debut on the international 
capital markets until it had pushed through a series of 
urgent economic reforms. Vietnam has been working on a , 
eurobond issue of between 3100m and SlSOm, which bank- 
ers bad hoped might follow the issue of Brady bonds - ; 

part of tiie country's imminent London Club debt resched-. 
niing deal - in late January. 

However Erik OfferdaL the IMF’s resident representa- 
tive In Vietnam, said the country “should wait until they . 
have tykan significant steps forward on their reform 


Hanoi's economic reforms have ground to a halt, with 
Oig wivwTwwnirt leadership divided over the overhaul of . 
state-owned enterprises, tariff cuts and reform of the debt- 
ridden financial sector. The IMF and World Bank say 
Hanoi must move on these issues quickly if it is to main- 
tain. economic growth and avoid fiscal shocks resulting ; 
from regional economic problems. 

Vietnam's central bank yesterday confirmed that its ; 
commercial arrears of $85lm would be rescheduled in le£s 
♦Han two weeks. While that in theory improves Vietnam,* 
sovereign debt profile, bankers say prospects for foreign' 
ba n k syndications and commercial l e n din g are still 
clouded by a significant trade deficit foreign exchange . . - 
reserves of only $2bn, and a current account deficit of - 
more than 10 per emit of gross domestic product 

Jeremy Grant, Hanoi 


■ SECURITISATION i ‘ 

Asian paper group to raise $200m 


Asia Pulp and Paper, part of Indonesia’s Slnar Mas group, 
is planning to raise $200m through an innovative loan 
facility t hat win involve the securitisation of Its future 
dollar receipts from the international sale of its paper 
products, said bankers. 

Although the concept of mortgage-backed securities is 
to investors in Hong Kong and other Asian bor- 
rowers in the service sector have used securitisation of 
receivables to raise money, this is believed to be the first 
time an industrial company will have employed this 
approach. * 

' Ttfanir of Ameri ca and Daiwa Rank, which are to lead the 
seven-year loan facility, declined to give details yesterday, 
but bankers said it was likely to involve the creation of a 
trust company that would sell products m anufactured by . 
Asia Pulp and Paper, with the proceeds going to service 
the debt The securitisation process is applicable to pulp 
and paper because it Is an internationally-traded commod- 
ity that is priced in dollars. 

The revenues of the trust will be used to back the issue 
of medium-term notes to investors in the securities mar- 
ket whose main risk will be that the company continues 
to make and sell pulp and paper, whatever happens in 
future to its balance sheet 

Peter Montagnon, Hong Kang 
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BOND FUTURES AND OPTIONS 
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CURRENCIES AND MONEY 


Yen falls as Japan’s gloom deepens 
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By Simon Kuper 

Hie yen fell again yesterday 
as sentiment over Japan’s 
economy grew even worse. 

Tadayo H omma, executive 
director of the Bank of 
Japan, when asked if the 
bank was concerned about 
the yen’s recent slide, 
replied: “There is big anxiety 
(in the market) about 
Japan’s financial system, 
and that may be resected in 
exchange rates. Exchange 
rates will be in trouble 
TUllfififi Japan’s finanrfa! sys- 
tem becomes sound.” 

Japanese stocks fell yester- 
day, reacting to Wednesday's 
news that Japanese gross 
domestic product had 
shrunk 1.4 per cant in the six 
months to September. 

The yen dropped Y0.8 yes- 
terday to close in London at 
Y129.4 against the dollar. 
Traders said the dollar f aced 
resistance from a large seller 
at 7129.50. and at the key 


psychological level of Y130. 

The yen profited little 
from the rise in the South 
Korean won, which contin- 
ued to gain after the $S5bn 
rescue package for Korea 
arranged by the Interna- 
tional Monetary Fund on 
Wednesday. It rose to 1,163 
against the dollar, from US5 
late on Wednesday and L290 
Just before the package was 
announced. Paul Meggy esi, 
senior currency economist at 
Deutsche Morgan Grenfell in 
London, said the won was 
not safe yet. Other Asian 
currencies had continued 
falling after their countries 
had been given IMF rescue 
packages. The Indonesian 
rupiah had fallen 10 per 
cent, for Instance 

Trading volumes are foil- 
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■ Neither the Bank of 
England nor the Bundes- 
bank nor the Swiss National 
Bank raised interest rates 
yesterday. Although no 
change was thought to have 
been expected, the pound fell 
slightly and short sterling 
ihtures contracts rose, 
reflecting a flailing in rate 
prospects. 

The pound dropped 1.1 
pfennig against the D-Mark 
and 03 rants against the dol- 
lar to dose at DM7-B67 and 
$1,676. A Confederation of 
British Industry survey 
showing a slowing of UK 
retail sales in November 
undermined sterling, while 
ABN-Amro noted that “ster- 
ling buying related to com- 
pany takeovers is abating”. 

The June 1998 short ster- 
ling contract rose 9 basis 
poi nt s, but still looks to be 
pricing in base rates of more 
than 7.50 per cent, up from 
today’s 735 per cent level. 

However, Philip Shaw, 
chief economist at Investec 
in London, said the short 
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sterling market was giving a 
false picture of how many 
base rate rises traders were 
expecting. The December 
1997 contract, he noted, 
looked as if it were pricing 
in rates of nearly 7.75 per 
cent Yet few traders expec- 
ted such steep rises in the 
next two months. 

The reason why short ster- 
ling contracts were so high, 
said Mr Shaw, was the 


"Japan effect”. The collapse 
of the Yamaichi brokerage 
and of Tokuyo bank last 
month, and feats for other 
Japanese banks, had raised 
the premium that the coun- 
try’s institutions had to pay 
for three-month money. 
“That has raised the cost of 
interbank borrowing for 
everyone In the market," Mr 
Shaw said. 

■ China helped lay the foun- 
dation for the Asian cur- 
rency crisis in I994.when it 
devalued the yuan by almost 
100 per rant Will it give the 
crisis a new impetus by 
devaluing again now? 

On balance, Jim O’Neill, 
chief currency economist at 
Goldman Sachs in i-rmifrm. 
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thinks probably not True, 
the yuan has lost competi- 
tiveness since most of its 
Asian rivals devalued this 
year. As the chart by this 
column shows, the yuan has 
hardy fallen against the dol- 
lar. while some of its neigh- 
bours have lost more than 
half their d ollar value. 

But China has a big trade 
surplus and foreign 
exchange reserves of about 
Sl40bn and rising. Goldman 
says the yuan is still about 4 
per cent undervalued. 

One thing is for sure. 
Goldman Sachs believes. If 
China does devalue the 
yuan, “you can kiss goodbye 
to the Hong Kong dollar,” 
says Mr O’Neill. And if Hoag 
Kong’s currency peg went, 
then Argentina’s would 
probably follow, sparking 
further devaluations in Latin 
America, according to Gold- 
man Sachs. Not to mention 
the damage that a yuan 
devaluation would do to the 
UK and European econo- 
mies. 
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98.09 

5651 

50770 

Jun 

9737 

97.99 

*0 

9739 

9793 

1749 

33433 

Sep 

97.77 

9732 

*0 

97.82 

97.77 

503 

16676 

M THREE MONTH EUROWBN FUTURBS (UFFE) YlOOm porno of 100% 


Open 

Sett pm Change 

High 

Low 

Est. vol 

Open nL 

Dec 


96.15 

-O.Q2 



0 

rva 

Mar 


9933 

■ 



0 

nfa 

Jun 

9938 

9938 

*0.02 

9938 

99.38 

200 

n'a 

■ THREE MONTH ECO FUTURES (UFFq Ecu 1m points of tOCKi, 



Open 

Sett price Change 


Low 

Ett. vol Open m. 

Dec 

95^5 

85/47 

*002 

95.47 

95.44 

599 

8724 

Mar 

95.38 

95.42 

*0.01 

95.42 

95.37 

356 

7055 

Jun 

9534 

9539 

*0.05 

8539 

9534 

175 

6228 

Sep 

9530 

9535 

+0.05 

95.35 

9530 

1057 

7681 


■ UFFE iutues ado traded on APT 

■ EUROUItA OPnow (UFFE) LIQOOm poiru d 100K 


Strike 

Price 

Dec 

- CAULS - 
Mar 

Jtei 

Dec 

- PUTS - 
Mttf 

Jun 

9375 

024 

1.01 

130 

031 

ao2 

031 

9400 

0.05 

0.77 

126 

acr7 

0.03 

0.02 

9425 

031 

055 

1.08 

028 

0.06 

0.03 


Eat. uoL tetal CWb 30 T3 Puts 67a fteMoua day^ open M. Cabs 733873 (Has 141591 


CROSS RATES AND DERIVATIVES 


r* 






_ ... 


EXCHANGE CROSS RATES 

D«C 4 BFr DKr FFr 

na 

K 

L 

B 

NKr 

Ee 

Pta 

SKr 

SFr 

£ 

CS 

S 

Y 

Ecu 

Belgium 

(BR) 

100 

18/45 

1622 

4245 

1265 

4751 

5460 ‘ 

1921 

4052 

409.7 

2126 

3318 

1333 

3394 

2737 

354.1 

2445 


(DKr) 

5420 

10 

8.788 

2.626 

1311 

2575 

22S9 

1063 

2604 

2223 

1132 

2124 

0385 

2.110 

1483 

1013 

1325 


(FFi) 

61.66 

11-38 

10 

2268 

1.150 

2S29 

3287 

1239 

305/4 

252.6 

iaii 

2418 

1307 

2401 

1.688 

■2183 

1307 


PM) 

2Q.64 

3206 

3247 

1 • 

0285 

9005 

1.127 

4347 

1022 

8436 

4388 

0309 

0337 

0804 

0565 

7338 

0505 


(K) 

53.62 

9393 

aese 

2298 

1 

2547 

2227 

1051 

2S53 

219.7 

11/40 

2101 

0876 

2088 

1467 

1893 

1311 

Italy 

(U 

2.105 

0288 

0241 

aic» 

0339 

100 

0115 

0413 

1042 

8324 

0/448 

0382 

0034 

0382 

0058 

7.453 

0.051 


(H) 

1032 

3280 

2370 

0287 

0242 

8701 

1 

3391 

9070 

7534 

3384 

0718 

0299 

0713 

0301 

6435 

0448 

LVmiOu 

(NKf) 

5130 

9/410 

8271 

2.471 

OB51 

2423 

2786 

10 

2526 

2009 

1084 

1398 

0833 

1.888 

1396 

1803 

1247 


Pal 

2019 

3-726 

3275 

0278 

0377 

9692 

1.103 

3259 

100 

8273 

4293 

0791 

0330 

0788 

0553 

7130 

0494 


(Pta) 

24-41 

4504 

3358 

1.183 

0/456 

1160 

1233 

4.786 

1203 

100. 

5.190 

0966 

0399 

0350 

0668 

86.42 

0597 


(SKr) 

47.03 

a679 

7328 

2279 

0877 

2234 

2568 

9222 

2329 

1927 

10 

1.843 

0.768 

1331 

1287 

1683 

1.150 

Switzerland 

(SFr) 

25.52 

4.709 

4.138 

1237 

0476 

1212 

1283 

5304 

1204 

1043 

5/428 

1 

0417 

0994 

0688 

9038 

0624 

UK 

ra 

6123 

1120 

9330 

2267 

1.142 

2909 

3243 

1201 

303-2 

2503 

1332 

2399 

1 

2384 

1376 

2183 

1.497 


(CS) 

25.68 

4.739 

4.165 

1244 

0470 

1220 

1/402 

5336 

1272 

1052 

5460 

1306 

0419 

1 

0703 

9093 

0.828 

USA 

W 

3054 

6.742 

5326 

1.770 

QB81 

1738 

1296 

7.165 

1813 

149.7 

7.788 

1432 

0387 

1423 

1 

1294 

0893 


(V) 

2824 

5211 

4.580 

1268 

0527 

1342 

1242 

5338 

1392 

115.7 

6305 

1.107 

0461 

1.100 

0.773 

100 

0.690 

Ecu 


4091 

7248 

6234 

1262 

0763 

1943 

2233 

8321 

2026 

1873 

0607 

1303 

0.668 

15B3 

1.120 

1443 

1 


Oman Hum-. Ftonh ftwe. Norwegia n Kroner, and SwodWn Kranor par 1ft BalgM Prone. Yan. Eaado. Ura and taroa p ar 10a 
( FUTURES (IMfcfl DM 126000 par PM 


i (94M) Van 124m per Yan 100 


Doc 

Mar 

JUn 


Open 


0.5890 


Latest 

Chreige 

High 

Low 

Eat. vol 

Opan Int. 


Open 

latere 

Change 

High 

Low 

Est- vol Open int 

03646 

-00004 

05B66 

03837 

18,743 

683*1 

Dac 

0.7780 

07740 

-00041 

0.7785 

07736 

10364 

128,948 

03674 

-00008 

03890 

03668 

2.751 

10,934 

Mar 

07861 

07853 

-03042 

07890 

0.7845 

1.771 

10,042 

05714 

*00007 

- 

- 

75 

4,111 

Jun 

07955 

0.7955 

-03052 

07955 

0.7B55 

3 

1389 


■ SWISS FHAMC FUTURES QMM) SFr 125.000 par SPr 


(B4M) £86500| 


Dec 

07001 

03988 

-00017 

0.7009 

06972 

12342 

41/407 

Deo 

1.6828 

1.6782 

-00040 

1.6848 

13748 

4,155 

52130 

Mar 

07089 

07059 

-00017 

0.7089 

07046 

2067 

8/439 

Mar 

13744 

13720 

-03028 

1.6764 

13664 

1393 

4.402 

Jun 


07145 

-00002 

- 

0.7130 

4 

1283 

Jun 


1.8640 

-00032 

- 

1.6630 

13 

1.253 


UK INTEREST RATES 


LONDON MONEY RATES 

Droo 4 Owen- 7 daya One Tt*w» Sin 

• night nodco month months months 


EMS EUROPEAN CURRENCY UNIT RATES 

Dm 4 Ecu con. Rato Change W */• from % apnaod 

ratoa against Ecu on day con, rate 


Ov. 

kid. 


8^ - 0% Ta - IH 7ft - 7J3 - 7H 75 - 7la rij - 7g 

7S8-7A7A-7la7fi-7B- 
7t« - 7% 7% - 7A 
- 7*, - -fit r A - 7A 7h - 


Intartaenk Swing 
Storting CDs 
Treasury BSa 

Lcctf authortty dopa. 7 *b - 7 71* - 7** 7A - 7yi TA - 7^ 74a - 7) 
Dfenwnt Martial dope 7 s * -71* 74* - 7 

UK efeartng bank base lancing rate 7i* per care from No* 6 1997 

Up to 1 1-3 64 69 

month months morthi 


Certs ot Tax dop. £100400) 2h S>2 5 5 

Cwte d Tte (top. wafer CiQIXOQD la 2 Hd». Oapoata HhM tor oah tVpw. 

Aia. tandro reta of dbeouro on Nov 20. 7.IS30pc. ECOO flwd rete 869 . E«wt tow* Mate 
up (toy No« 28, 1997. Aaead rets tor period Dac JM. 1 f»T to Jan 2& 1B90Scfiama8l &B<pe. 
MaamaHtopa^itoii, 1997 to No* 88. 1807. Setwme. V*V740Tpc. ftwnea 
Howa Bwa tat 7 ^om tom Daa 1.1987 

■ 1MK8 MOWTMSTBMJHa nmiRBS OJFF§moaOOOprfnt«oM009*^ 


One 

Ireland 

0798709 

0758148 

-0300423 

-435 

839 

33 

year 

Ntety 

1906.48 

193935 

*078 

1.72 

099 

A W 

-12 

71J-7B 

7%-7H 

Spate 

(Intend 

183.826 

535424 

167.103 

537823 

-038 

-000258 

230 

2.12 

U72 

030 

—14 

-14 

Portugal 

197398 

202063 

-0037 

237 

035 

-16 


Drerenarit 

734555 

733083 

-000118 

252 

021 

-17 

7H -7\ 

Franc* 

8/45863 

8.82227 

-0.00002 

233 

019 

-21 

Ganuany 

132573 

137786 

-030066 

271 

003 

-27 

■ 

Netherlands 

216979 

222889 

-000066 

272 

031 

-20 


Austria 

135485 

133187 

-00047 

273 

000 

-20 


Baighim 

3071 91 

408046 

-00115 

273 

ara 

-20 

9-12” 







months 

NON ERM MEMBERS 






A 

Greece 

235269 

310507 

-0.167 

536 

-221 

- 

UK 

0793103 

0665182 

*0300788 

-16.13 

2249 

- 


&u oarer* Mas at by *» Baopren CMM. Curoncfaa roa h daacroWhg reWM aaencyh. 
ProcMronadronaaaaraliyEcgapctklwdwwdrowwssroMwnq'Jrow w ^dixraifww 

batwean wo ronwto: ft* pweantaps dBwtnea teteaan Hw aeajaf nvfror rod Ecu ewnrot ntoa tor a 

cunwy. red 9w nroaknron pannftad parentage da I rofe n eftfra canwieyW martat a«e from ks feu 
rool rota. 174OT2: Storing roropandrof fma &U. **ttroni cakaind by tfro Fnaocu Tkres. 

81 PWADCLPfrtA S£ ftTS OPTIOKS E31350 (cants per pomd) 



Opan 

Settprioe Change 


Lew 

Eat. vol 

Open ioL 

Dee 

9228 

Hoao 

*004 

9234 

3227 

24102 

156301 

Mar 

9223 

9229 

*037 

9231 

6223 

25402 

124201 

Jun 

9227 

9225 

♦0.09 

9237 

9226 

16711 

107959 

Sap 

9237 

8245 

*038 

9247 

9237 

12422 

82294 

Dac 

9234 

9832 

+008 

9263 

9254 

3938 

74420 

Ateo aadref on APT. AI Open Mares tip*, ree tor mtew 

day- 




Price 

14770 

1480 

1490 


Dee 

1.67 

1.01 

046 


CALLS - 
Jan 

• Fab 

Dae 

- POTS - 
Jan 

Feb 

253 

3.06 

035 

130 

238 

232 

' 23S 

0.70 

1-95 

2.71 

137 

216 

135 

251 

027 


Piwtoiro dky* Cato 20 Pum 0 . Prav. Ufa opan hL, Cola 32.123 Puro S73« 

DM62300 (5 pgr DM) 


(UFFE) £500400 pokl»« of 100% 


- 


Strike 

Price 

Dec 

- CALLS “ 
Mar 

Jun 

Dec 

— pura - 
Mar 

Jm 

1 


6225 

036 

016 

028 

O01 

012 

018 


■ 

9250 

0 

035 

015 

018 

026 

030 



BZ7S 

0 

001 

037 

0/43 

047 

047 


Strike 

Price 

9460 

0465 

0470 


Dec 

04* 

032 

0.14 


CALLS - 
Jan 

Fed 

DSC 

— PUTTS — 
Jan 

Feb 

139 

137 

0.13 

0.47 

067 

030 

138 

031 

068 

ora 

036 

OS4 

0.60 

035 

1.15 


Eat upL aroaL CWto 6*Of Pisa SfKZ. ta*toua day's open tot. Cafb 230(09 nuts 235480 


Piwta* dW* wl. Cm 44 PU* 2354 . Pw*. dayto opan H. Cato IftSOGPida 3693B 


■ Tims MO»mi aiRO oom ii pmm) aim pows oti 00% 


BASE LENDING RATES 


AdamO Company 73S 
AtiMbMi Baric (CB) 735 
•Harry Ansbechar 723 
Banco Blbee VbcBya 735 
Bariccf Cypns 735 
BaOriliriand 735 
taftorbida 735 

BertcotSoodard 735 
BarotayaBnk 735 
MfikatMdEwt 73S 
•6nw>£Hpby&CoUi 735 
CUbMLNA 735 

OydMWaeank 735 
Th* Cooparetfwa Banh73S 
Couds S Co 735 

CypuPknlarBank 73S 
DuneanXwrto 735 




Bfakr Treat Undtad 835 
RnancU&GenBaK 840 
•Hebert Rarnlng 4 Co73S 
•QUmanMahon 735 
Habb Bank AG Zurich 7^ 
• Uam b u aBerk 735 
Hadtsria a Gan IWBt73S 
tiHoareACo 735 
Monghong a Sta^at 735 
kweBW>Bank(UK)Ud735 
UWr Hodge Bank 736 
OtasgaU JdmO & SH» 735 
LtoydaBretit 7 & 

MdtwdBw* 73S 

NatWaikntaaW 735 
•flee Brothers 7 W 
ReyriBkatSeedand 735 
ScodWi WUdwb Bark 735 


•angarARtodander735 
•SnttiAkVBmacn 735 
SunBanWreCopUd 735 
TS8 735 

LMad Banked Kuwait. 72S 
UHty That Serif Pte 735 
W ri toawai Lridbar 735 
YMnMoBank 735 

• Members at London 
kmsoneni Barfdng 
Amctatai 
- faiadaMBakn 


e> 


National Ffamckn, &N.G 

US$100,000,000 
Collared floating rate notes 
due December 1998 

77m nous triZ2 bear mtma at 
625% per annum for che 
imereti period 5 December 
1997 to 5 Jane 1998. Interest 
payable on 5 Jime 1998 aill 
amount to USS157J9per 
US$5,000 note and USS3.I59.72 
per US$100,000 note. 

Agent: Morgan Guaranty 
Trust Company 

JPMorgan 


DBMOOlOMVON 

AXA-UAP 

Snboriinaled Papetae) 
Step-up Notre 

F.r tlw pfriod from Droerobcr * 1997 to 
Hank 6 1999 tka Noue rfl rerry aa burnt 
nte rfUBI par anus wkk as tattmt 
roasoac «f ra U8Ut par US I103» N«a. 
OS &JOU4 per US ««yO> Note awf of 
OSUUISW par USSxaoajKD Note. 

TV rtaam taterot payaxat <tofc •! ba 
Hmh3,U9B. 


Ik 

BkNOUE RUtIBAS 



Open 

Least Change Hl^i 

U>w 

Est. vpi 

Open int. 

Dec 

94.10 

94 JS *0.02 54.10 

9438 

63,095 

403.407 

Mar 

94.18 

94.17 

94.18 

94.18 

70396 

456390 

Jun 

94.15 

94.18 *032 94.16 

94:14 

70448 

360827 

] M US TREASURY BMJL FUTURES (fMM) 51m par 100% 



DM 

9434 

9434 

9434 

9434 

1301 

5362 

Mar 

95.08 

0536 *001 9539 

95.08 

371 

6,368 

Jun 

9537 

95.07 *034 8537 

9537 

IS 

899 

Al Open Waraat flga, are W prawoua day 





■ eUROMAMC OPTIONS (UFFE) DMim poMs of 100M 



StrtCB 

* ■■■ 

CALLS — 



PUTS — 


Price 

Dk 

Jan Feb 

Mar Dk 

Jdn 

Feb 

Mar 

9600 

nau 

0.13 015 

017 0 

005 

037 

039 

9625 

001 

132 004 

035 034 

019 

021 

022 

9650 

0 

0 OOi 

031 028 

042 

043 

048 

9675 

0 

0 0 

0 033 

067 

037 

067 

EsL vcL toteL Cals 5482 Puto 893. Piwtote (toy's wen tau Cate WTO Puts 3BZZ29 

M EBRO 

■MBS flUMC OFIWHS JUFFS Sr 1m poima Ot100% 


Strike 













Prise 

Dee Mar 

Jun. DK 

Mar 

Jm 

■825 

003 

012 

011 012 

031 

037 

9850 

031 

004 

004 035 

038 

055 

1 Ere. voL tote, Cab 0 Ptes 0. Prewout Oafs opan na_ Cate 3350 Pus 3019 



CREDIT COMMERCIAL 
DE FRANCE 

TO SN 060 600 REVEBSB 
FLOATER BONDS DDE 1998 
BW CODE : XSD844I41383 

For 6 ib period fl«D 

December 03, 1997 to June 03. 1998 
tbo new rate hu beea fixed at 
1141 119® PA 
Next froymai due: 

Jane 03, 19^ 

Ccrofxro or : 9 
Amumi: 

FRF S56S2 ford* 
dwiomiretfron of FRF 10 000 
FRF5 536.18 far the 
denommaicM of FRF 100006 

THEF CTCWL FAYWC AGENT 
S0C3EIECDCRA1E 

BAMCoraQsrsAr.uusMBOtn; 


Advance Bank 
Australia Limited 

US$150,000,000 
Floating Rate Notes 2006 

The notes iciU bear interest 
at6.6875% per annum for 
the interest period from 
5 December 1997 to 5. Varth 
1998. Interest payable oolite 
5 March 1998 will amount to 
USSK7.19 per US$10.000 note. 

Agent Morgan Guaranty 
Trust Company 

JPMorgan 


TO 8400000000 
AXA-CAP 

Babenkaatad Prxpctnal 
Strp-ap&vt'f 

PW Iba parM Owa l lwafw 3. 
lMtMifrKaiartwrtB 
■ate ctuniK par am nt a 
aawro ro FltT UnUO aa PIIF HUatNou 
aidnr ia,7»»p(rF8r !P«uaeS<a« 
Ite rrinaa hterot p a y n at dan mat br 


n 

Banque BUUIMS 


Appointments 

Advertising 


appears in the UK edition 
every Monday, Wednesday 
& Thursday and In the 
International edition 
every Friday. 

For further information 
please contact: 

Toby Flnden-Crofts 
+44 0171 873 4027 


NotSae ot IntapBBt Bate 

lb tha HwMtw at 1 

The United Mexican States 

Collateralized Floating Rate Bonds Dub 2019 

NOTICE 15 QEHEBT OTVEN a«i the interest ratoa covering the Utareat panod 
neon December 3. 1BBT to June a. isae datatlad bak» 

Iuiareat 

Bariaa Darigaattop Bata PavroemPf _ 

OSOnaamtSartaeD &1SM.PJL DBD34J3 ttorUBOl.OOO Jww 6 1999 
FTP Dtoonaa Sazfaa 440998 fa. tA. n7UMIItapr¥wm Jmw 3. less 

Deoember 3. 1897 


V, 



FLEMING FLAGSHIP SERIES II” 

Slirrir rf liimtiurmrltt d t'jtpthd iitnilM 
Kumprnn Rank & Bu\iiiru Outre, 6. nuitrtle Tirtfi 
L2b13 Snminffntirip, tiiamt Uuihr <i /.u.xemtvHig 
R.C. l.itxruttxHirg Xa. B 1** 

Notice of 

Annual General Meeting 

NOTH IE i* herein rjw.ii lo ShurrlluMcr^ ili.u i lie Annual (a-ncrJ 
Mecihic of FLEMING FI -MSHIPSERIF.sn lT)»c Lompuim - ) will 
he held ji ihe icypsierud olTirv of the f loinp,uiv ul Eiirnpe.in Built, 
Kr Bllsiiiew Centre, li. Millie fie Tlrifv. L-L’IWII SriiuniKcihrif;. 

( •r.inil Dm liv of Luxemhi mrg on Wednewkii 1 7 Derenihrr 1 !IH 7 .it 
S:«l p.m. fur ihe purpose ol drliherailun jml wiuii|; upon ihe 
f'.illoiiiiiii 4 );niiki: 

1. Subniivduii of die Repot i of ihe Bo.uil or Din-rum anil of ihe 
Auditor; 

2 . Apponal ( >f the fuuiicci] miikhm’ius Iim the tear rndt-d .11 Jnlv I ‘W 7 : 

3 . Dhrh'UKc of flic Diivcioi* in mprri of iheii dmu-i cun iefl imi 
lor ihe war ended llljiih 15 ) 97 ; 

4 . Eire mm of ihr htnrliH' aihI Andhor. 

?». Aio Ollier Biimiicm. 

A Shaieholdei' emiili'tl lo aiiend and vole ,ii ihe MeeiiiiR may 
appoint a prow lo aiiend and inie on hi>> lielaalf and aiich pnw 
nerd 1101 he .1 .Shareholder of ihe (iinijuiii. 

Rrso\uiinn.% on die a|*enda of the Meeting will 1 eqillie no quorum 
and Mill he resolved In' ihr majoriiy of the Shareholder .iticndin;; 
in perxin or hv proxy. 

In unlci in l»e cmillcd m aiteud the Mreiing. hokirn. ul hr.irei 
shares musl deposit cheir hearer share rrrii(iruie« (hv moi Xuir davs 
pnor lu ihe Mfeliitg with one or the foUuwitig iiistiiuiUuis: 

• KmEeibank &A. Luxembourg; eorte. 43 , boulevard Royal, 

L -2955 Luxembourg 

• Baoca Commertiale liaUana SpA, Corso di Porta No ova 7 , 
1-20121 Milano 

• Crediiansuli-Banlcverein Aktfengcselbcliaft. SdumaipiMt 5 . 
AlOlOWien 

■ BHF-BANK Alcdeneeselkchaft, Boticenbcbaer LandstraBe 10 , 
D- 60 S 23 FnroWWMiin 

■ Banco Exterior de 1 
Via de I os PoUados, R -28045 Madrid 

umv 

reqnwued 10 use die piesenbed Turin oT pmxs l available at llie 
regisurred nfTice of ihe Com pane I and reuim 11 at leas! fin 1 winLmg 
days prior to the dale of ihe Annual (ieiienil Meeiiug 10 ihe Com- 
pany. c *0 Fleming Fund Management < l.uxenihuiirgl S.A.. I.-2SWS 
Luxembourg. 

Bv Order of Tile Board of Dlreciors, Nmvmber ItKIT 


t LEMINGS 


NOTICE OF CHANGE OF AGENCY ROLE 
To (hr buUnx nun md gwnun rihndr. rsora wad ochw buiumi bi if 
•bill rtdwf Banket, Tnat Com pa n y. Pam hosich <■ Broikm Trot IRiul SA (ihr 
‘Bati&l hare hren a^sarerd hnapal PryU* AffM « n any uiJki nr rentar cjpmv mi 
iu ihr uwacca, larytec atom, o«i«Inn». amp cosrxrrpnnef and i«5ki foion in Rbtkro 
therein: 

NOTICE 15 HEREBY GIVEN ih* wh rffixl (ram la Noreabrt 1997. ihr kwbnc 
hjoneai j BaoXdl Trait Csapanr. fW hpndi ha> hem awnhnrd 10 3ani.ro Tnoi 
hnnnaikaid Pic sad iWam Thm iftmer) SA. hn mctpl nh Rankm Trm 
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COMMODITIES AND AGRICULTURE 


Gold price drifts to fresh 12V2-year low 


MARKETS REPORT 


By Kenneth Gooding, 
Mining Correspondent 


Gold’s price drifted to a fresh 
1214-year low yesterday as the 
market considered the implica- 
tions of the sale, revealed on 
Wednesday, by Argentina’s cen- 
tral bank of all its gold reserves. 
Gold closed in London at $289.15 
an ounce, down $3.60 from 
Wednesday’s dose. 


The market had been affected 
for months by a drip feed of 
rumour and conjecture about cen- 
tral bank gold sates. but the direc- 
tion of the latest salvo was unex- 
pected as this was the first 
outright sale from Latin America, 
said Tony Warwick-Ching, analyst 
at Flemings Global Mining Group. 

“Moreover, the Argentine sale 
was not a response to crisis but 
part of a more measured portfolio 
diversification into US Treasury 
bonds. The Argentine disposal 


means we have now seen central 
bank sates from every continent 
in recent years." 

He recalled that the main sales 
completed in 1997 had been from 
the Netherlands, with 800 tonnes 
in January. Australia with 157 
ftmnps in July. Argentina, with 
124 tonnes, and minor disposals 
from other sources. *Tn all. central 
bank sales will have been at least 
600 tonnes by the end of 1997." 

Mr Warwick-Ching said the 
total was not unprecedented, how- 


ever, and central bank gold sales 
had been above 600 tonnes in 1969, 
1992 and 199a He insisted; "The 
market actually needs regular 
injections of central bank gold. 
There are two. windows for it The 
Soviets once shipped up to 400 
tonnes a year to the west but now 
account for little. And natural 
growth in jewellery sales now eats 
up another' 100 to 200 tonnes of 
gold each year. 

“The sooner the market gets 
used to the idea that central bank 


sales at a moderate rate need not 
spell disaster, the better for the 
gold price. Unfortunately, the 
bears have sot quite finished yet" 
Traders suggested the US 
investment funds that have been 
^Tlin g short — selling , gold they 
did not own in the expectation 
that they could buy it at a lower 
price before they had to deliver - 
were now looking for $28&25 an 
ounce, a leva! last reached on Feb- 
ruary 25 1985. after a price drop of 
$1355 in two trading days. 


On the London Metal Exchange 
a squeeze that has developed in 
the tin market intensified and at 
one point the premium for tin for 
immediate delivery compared 
with three-month metal increased 
to US$145 a tonne, the' widest for 
2% years. 

Traders suggested a big Euro- 
pean trading bouse was behind , 
the squeeze, which was forcing tin 
consumers unwilling to pay the; 
premium to buy on a 
hand-to-mouth basis. 


Review of 
aluminium 
warns on 
capacity 


By Kenneth Gooding, 
Mining Correspondent 


Cuban sugar sector 
braced for shake-up 


T he brigade of workers 
that started cutting 
the first sugar cane of 
Cuba's 1997-93 sugar harvest 
near a mill west of Havana 
last week included one new 
recruit 

In his mid-fifties, sweating 
in green military work 
fatigues and hefting the tra- 
ditional short-bladed Cuban 
sugar cutter’s machete, he 
lo^ed almost like any other 
worker. 

However, the latest con- 
script was none other than 
Cuba's new sugar minis ter, 
division general Ulises Ros- 
ales del Toro. He went to the 
Habana Libre min to rally 
bis new army of more than 
400,000 sugar workers 
grouped around 156 sugar 
mffls across the communist- 
ruled Caribbean island. 

The general told reporters 
that discipline, organisation 
and efficiency would be the 
new order of the day for 
Cuba's crisis-stricken sugar 
industry. 

His appointment last 
month as sugar minister sur- 
prised many observers. The 
55-year-old soldier has an 
impressive military record - 
he has seen combat in 
Algeria, Venezuela and 
Angola, holds the title “Hero 
of the Republic of Cuba”, 
and since 1961 has served as 
chief of general staff of 
Cuba's Revolutionary Aimed 
Forces. However, the general 


has no known expertise in 
the sugar industry. 

Nevertheless, the sector is 
braced for a shake-op. To cut 
costs, the sugar ministry is 
expected to trim its bureau- 
cracy and temporarily shut 
inefficient sugar mills. In the 
province of Matanzas, for 
example, only 16 of its 21 
mills will grind tm* season. 

Sugar mills in Cuba sup- 
port whole rural communi- 
ties so the proposed shut- 
down of some factories, 
albeit temporarily, is politi- 
cally sensitive. Cuba’s com- 
munist leadership has vowed 
never to implement what it 
derides as western-style eco- 
nomic "shock " policies, 
involving large scale lay-offs. 
The laid off workers will be 
found other jobs. 

The new measures will not 
come in time to lift produc- 
tion significantly In the 
1997-98 sugar harvest. Cartes 
Lage. vice-president, who 
supervises the r unning of 
the Cuban economy, has 
acknowledged that the latest 
harvest is unlikely to exceed 
the 1996-97 crop. He cited 
reduced availability of sugar 
cane in the fields as the 
main reason. 

Foreign analysts foresee a 
1997-98 Cuban crop of some- 
where between 3.8m and 
42m tonnes. In spite of ini- 
tially upbeat official predic- 
tions and an estimated 
$300m of financing, the 


1996- 97 harvest failed to 
improve on the 199596 crop 
of 445m tonnes. No official 
harvest figure has been 
released but officials admit 
it fell short of the 1995-96 
total by at least 200,000 
tonnes. 

Mr Lage said the current 
November-May harvest sea- 
son and its aftermath would 
be used to increase effi- 
ciency and restore sugar 
cane reserves in the fields, 
which have become badly 
depleted through problems 
lilrp fertiliser and herbicide 
shortages, drought, neglect 
and sloppy cultivation. 

Farms are under instruc- 
tions not to cut young, 
spring-planted cane for the 

1997- 98 harvest. This is to be 
left to grow and mature to 
bolster cane reserves for the 
following season. The sugar 

minis try has rallivi for extra 

efforts to improve planting 
and cultivation. 

Officials are also aiming 
for a short, early harvest 
this season to offset possible 
bad weather resulting from 
the latest El Nifio weather 
pattern - a periodic 
warming of the tropical 
Pacific Ocean by a few 
degrees that reverberates 
globally. 

The intention is to create 
the conditions for a sus- 
tained recovery of sugar pro- 
duction from the 199899 sea- 
son onwards. 





General Ulises Rosales del Toro (left), Cuba's new sugar minister, plans to bring discipline to the crisis-stricken industry 


The government aims to 
try gradually to lift output 
over the next few years back 
to 7m tonnes and over. 
These were the levels 
achieved before the collapse 
of the Soviet bloc disrupted 
technical supplies to Cuba 
and sent the sugar industry 
into recession. 

This shortfall reduced 
hard currency earnings from 
sugar, which still represent 
more than half of total 
export income. It has also 
dragged down the rate of 
Cuba's economic recovery 
this year- In addition. Cuba’s 


ability to use sugar ship- 
ments as guarantees for 
fresh credits was reduced, 
while the cost of obtaining 
new financing rose. 

Cuban officials blamed the 
sugar deficit on damage 
inflicted by Hurricane LUi in 
October 1996 and on disrup- 
tions to foreign financing 
caused by the US Helms- 
Burton law, which tightened 
the longstanding US 
embargo against Cuba. 

But foreign analysts point 
to poor organisation and 
inefficiency. The sugar 
industry's image has also 


suffered from complaints 
about entrenched bureau- 
cracy and the misuse of 
resources. 

Foreign banks and Euro- 
pean trade houses like Vftol. 
PacoL Sucden and Gill, and 
Duffus have been involved 
in financing the Cuban 

sugar crop for the past two 
seasons. 

One foreign- trade house 
representative said he 
believed this involvement 
would continue, In spite of 
the poor 1996-97 harvest. 
“We survive," he said. “You 
look to the next crop." 


Companies from Britain 
and France have been nego- 
tiating possible direct invest- 
ment in Cuban sugar refiner- 
ies but no such deals are 
known have been finalised 
so far. 

The Cuban government is 
currently open to discussing 
possible joint ventures to 
produce refined sugar, alco- 
hol or other sugar deriva- 
tives. but It would prefer to 
keep the production of raw 
sugar in Cuban hands for 
the moment. 


Pascal Fletcher 


Nearly 3m tonnes of annual 
global primary aluminium 
production capacity - about 
16 per cent of the total - 
would be very vulnerable in 
any economic downturn, the 
Anthony Bird consultancy 
warns in its latest review of 
the industry's costs. By 2005 

more than 6m tonnes of 
capacity will be uneconomic 
or obsolete, it suggests. 

The report notes that 
much of this vulnerable 
capacity is in the former 
eastern bloc, and Bays this 
raises questions about the 
long-term availability of 
exports from the area, 
which west e rn markets have 
come to rely on heavily in 
recent years: ‘‘But even in 
the west, some 1.5m tonnes 
of smelter capacity is threat- 
ened in the long term." 

Bird says the western 
countries with the highest 
cost smelter capacity are 
Germany, at *1,359 a tonne, 
the US (31*321), and Spain 
(31,313). Companies with the 
highest costs are Kaiser of 
the US ($1,303), Norway’s 
Hydro ($1,268). and Ger- 
many's VAW ($1240). 

The report says banks are 
nervous because of the 
financial turmoil In Asia. 
“It would be very unfortu- 
nate if they were to rein 
back their leading to an 
industry which urgently 
needs new investment - 
especially now that profits 
are healthy enough to make 
that investment pay.” 

Bird suggests that in file 
middle of 1997 the average 
western smelter was making 
operating profits of US$500 
a tonne and many of the 
newer ones were making 
$650. “No-one in the west is 
now losing money.” 

Aluminium Production 
Costs 1997. Anthony Bird 
Associates. 193 Richmond 
Road. Kingston upon 
Thames. Surrey KT2 5DD, 
UK £5.000. 


COMMODITIES PRICES 


BASE METALS 


LONDON METAL EXCHANGE 

(Prieto ton Amrigemeted Metal Trading) 

■ ALUMINIUM, 09.7 PURITY $ par toms) 


Precious Metals continued 

■ GOLD COMEX (100 Troy ce; S/boy at) 


GRAINS AND OIL SEEDS SOFTS 


WHEAT UFFE (100 tonnes; £ per tonne) 


COCOA UFFE (10 tonnes E/taone) 


MEAT AND LIVESTOCK 

■ LIVE CATTLE CME (40.00MW. cantaflbs} 



Cash 

3 mils 

ctoee 

1568.5-604 

1582-3 

Previous 

1561-62 

1584-85 

Hif/Vtow 


159171562 

AM Official 

1565-66 

1585-85.5 

Kerb dose 


1584-5 

Open tat 

2S444S 


Total daily tumovw 

68/434 


■ ALUMINIUM ALLOY (Spar to 

me) 

Clow 

1420-30 

1440-50 

Previous 

1430-40 

1450-55 

Hiflhrtow 


145571445 

AM Official 

1435-30 

1490-55 

Kerb dose 

fVian ht 

o (vi y 

1440-45 

upon MU. 

tXUJ f 


Total ria*y tumovw 

995 


■ LEAD (S per tonnel 


Ctoae 

5334-4,5 

550-1 

Previous 

517-18 

534-35 

HigMow 


554/538 

AM OfflcW 

535-6 

551-2 

Kart) dose 


551-2 

Open tat. 

33.446 


Total daly turnover 

7.110 


■ NICKEL Spar tonne) 


Close 

6075-85 

6165-75 

Previous 

5860-70 

5655-60 

Hgh/low 


6250/5810 

AM Official 

5900-05 

5895-8000 

Kerb dose 


0245-50 

Open mc- 

59.584 


Total stay turnover 
■ TIN (S par tonne) 

19436 


Close 

5840-50 

5720-30 

Previous 

5720-00 

5840-45 

myviovr 


5740/5680 

AM Offidal 

6880-90 

5740-45 

Kerb ctaa 


5710-20 

Open «L 

14.875 


Total dally turnover 

3.467 




SMt 

DWV 



Opea 


Sdt 

D ** 




Opto 


SMI 

DffiV 



Opto 


Sett DwV • 

□Pto 


tafca 

dnega 

Ugli 

taw 

VM tat 


Price 

dwflp 

H* 

taw 

VM 

tal 


pries i 

Megs 


lew 

W tat 


Price chwes lew VM 

M 

Dec 

2885 

-6.1 

2825 

2880 

945 1560 

Jae 

82J5 

+155 

S2AS 

8150 

289 

1522 

DSC 

998 

+4 

999 

995 

94 1583 

Dsc 

07.450+0525 67500 88775 4^85 

15578 

Jas 

287.3 

-8.1 

- 

- 

8 

Mar 

B4S 

+1.05 

8425 

8350 

73 

2528 

Mr 

1028 

+2 

1028 

1025 1275 88539 

Fto 

88175+8075 88550 07.325 9533 

48550 

FOO 

2385 

-8JJ 

2945 

2882 28034 1115k 

■w 

88S5 

+155 

88S5 

8890 

277 

3.10 

Mey 

1045 

+1 

1045 

1044. 

83 24512 

to* 

T15S+0575 71575 70590 2529 

21533 

AW 

2903 

-ao 

286.1 

2900 

478 11.415 

Jd 

8850 

♦150 

8800 

8850 

10 

403 

Jd 

1082 

+1 

1064 

1063 

48 11599 

Jew 

78000+8450 78100 68500 TOO 

1357D 

JWT 

282.4 

-80 

2980 

2920 

843 1Z535 


8950 

+875 

- 

- 

- 

2D 

Sto 

1078 

- 

1080 

1078 

91 19549 

taj 

78625+8500 78700 78075 425 

5.148 

tal 

2944 

-80 

2880 

2980 

741 4558 

Totd 





ala 

eta 

Dsc 

1098 

+2 

1099 

1098 

40 23520 

Oct 

72.450+8100 72.790 72.400 S2 

1510 

TOM 





33,164198172 

■ WHEAT C8T (BDOObu mta; cartaAXJb bushri) 

TMM 





eta sta 

Total 

18114 1055» 


■ PLATINUM NYMEX (50 Tray oaj Sflroy 


Jan 3816 -4.7 3855 3780 1.17! 10.385 

Apr 3775 -4J 3795 3785 272 2529 

Jot 3745 -4.7 3820 3786 4 104 

ToH 1.44S 12988 

■ PALLADIUM NYMEX (100 Troy ok Srtroyoaj 

Dae 20850 -1.70 210-00 20850 55 416 

liar 20650 -1.45 207.00 20550 435 1728 

JWt 20250 -1.45 20250 20250 30 148 

Sap 199.50 -1.45 4 

Total 520 42* 

■ SILVER COMEX (5500 Troy ck: Geris/tray ozj 


Dee 34025 +150 34140 338.75 3515 24® 

■ar 35050 +140 35750 35540 13489 54JJ81 

Mar 384.75 *1.25 36550 36340 753 11494 

M 368.75 +050 36940 36740 2.168 17490 

Sap 37140 - 373.00 373.00 60 4® 

Dae 38250 - 38450 38340 53 3584 

ToCai 19,748 80.752 

■ MAIZE CST (5000 bu min; oarts/SBfc biefraQ 
Dec 267.75 -350 271.75 28750 184® 29658 


Doc 5244 -1.4 525.0 5234 322 1,475 

Jafl 5259 -1.8 3 36 

MM 5305 -1.7 S340 5275 13.637 64508 

May 5335 -14 538.0 5324 307 5.735 

Juf 5355 -14 5364 5340 1® 5464 

Sap 5374 -14 5404 5400 SO 802 

TMtf 15415 8X734 


257.75 -350 271.75 26750 18485 29458 
27740 -3.75 28150 276.75 35584184.180 
28445 -340 28840 28440 2.420 42433 
28845 -340 29240 288.00 2481 S3412 
28345 -3.75 288.75 28325 129 523* 

28350 -3.75 28740 28340 1483 31484 
6M2B 347.181 


■ COCOA CSCE (10 tomes; Sftonnes} 

■ LEAN HOGS CME (4Q.000fce; certs/lbsj 

Dec 

1548 

-ID 

1560 

1S51 

23 319 

Dee 

62575+0525 63.150 62550 2501 

8,473 

Her 

1578 

-10 

1585 

1571 1425 49,108 

ftt 

60525+8525 68600 60550 2584 

18609 

■w 

1607 

-10 

1614 

1600 

249 18734 

*r 

57.450+0525 57700 57.400 998 

7609 

JM 

1627 

-10 

1635 

1623 

8* 4552 

Joe 

(81350+8050 85j 625 iKisn 596 

4638 

Sto 

1648 

-12 

1650 

1B42 

70 5795 

Jri 

M .323 +8125 64J00 6L300 58 

. 1,302 

Nc 

1687 

-9 

1874 

1683 

41 8155 

mb 

82.125+0.025 82200 6TS90 10 

210 

Trial 





25» RBI 

Total 

V4B 

40667 

■ cocw pggu) (SD+ra/tannej 


■ POTK HaLfS CME WOOOffie; cenfcvl&a) 

Dec 3 



Price 

Pres, toy 

Fri» 

58850+8875 59250 58650 1591 

8577 

DbH — 

— 

123455 

1224.72 

Mw 

57m0+855D 58200 S7S00 189 

1698 



- UFFE (5 tonnes; Srtomel 


■ BARLEY UFFE (100 townee; E per tenrw) 


ENERGY 

■ CRUDE On. NYMEX (1400 barrels. S/bsral) 


Utaxt toy** Open 

price change Wgh Law Vet M 

1855 -a 15 1893 1860 46296 106.4k 
1890 -0-13 1815 1843 21256 62^68 
1911 -006 1949 1905 1*474 33291 
1942 -0.05 1937 1917 5.135 21290 
1930 -046 1945 1940 *420 21.111 
1938 -002 1951 1947 *517 33582 

KM, 1874225 a 


■ ZM8 qeclal Nflli erode IS per tame) 


Close 

1111.5-2.5 

1135-6 

PrevtoiB 

T064>eS.S 

1110-11 

HlgWVow 


1138/1113 

AM Offidal 

1082-93 

1120-21 

KerD close 


1132-3 

Open mt 

83.416 


TOW daily tamer 

17,779 


■ COPPER, grade A (S per torm) 

Close 

17B8-9 

1818-9 

Previous 

11 785-77 J 

18085-095 

Higu/iow 


1824/1786 

AM Offidal 

1783-84 

1815-16 

Kerb dose 


1823-4 

Open tat 

181,499 


Total daly turnover 

58984 



J» 1938 -002 1951 1947 *517 33582 
Total to*, 187 *23479 

■ CRUDE OB. g*E QVbarrel) 

Latatt Oaf* Open 

pries change NMi lea W lot 

Jae 18.12 -045 1847 1804 11233 53522 

fab 1818 - 1830 1810 7407 66430 

Mu 1817 -041 1827 1&11 2409 19460 

Apr 1819 - 1848 18.14 1,«5« 13495 

Stay 1812 - 1832 1812 485 9412 

Jto 1816 -4X03 1848 1812 1425 15.115 

Total oft ala 

m HEATING OIL BTMBt t<2J00 US gala; cAJS gafet 
Latest Oafs Opart 


Jae 7550 +0.75 - - - 474 

KV 7810 +0.75 77.75 77.75 3 1455 

My 7945 +0.75 20 

Sap 8050 +050 6 

■ov 8250 +050 8250 8250 5 65 

Total on ive 

■ SOYABEANS 1ST ROOCbB wft atatfllOb hrieQ 

too 69440 -1250 70750 093 00 33440 66415 

Mr 69750 -1345 711.75 66740 8610 28599 

My 70340 -12.00 71640 70250 2428 21,141 

JU 70550 -1240 71850 70540 2419 22523 

Aag 70050-1140 70900 70040 ICS 1,79* 

Sap 68240 -800 68843 68800 40 73 

ToM *8716 148494 

M SOYABEAN OIL CflT (BOJMOtbs: cenaftb) 
Dae 2447 -050 2502 24.45 5459 4461 


1774 -44 1800 1756 1421 17,007 

1763 -44 1786 1741 MM 20568 

1738 -47 1757 1721 1fl» 5,783 

1724 -48 1750 1715 446 1,172 

1724 -48 1732 1715 205 482 

1729 -45 - - - 30 

bM o/a 

FEE *C* CSCE (27 500tba; ctfasriba) 

17500 +1.00 17500 171.00 147 975 

16940 +250 17055 16875 6434 18301 
181.45 +140 16200 157.00 988 6408 
15350 +050 15*50 15050 250 2504 
14850 -0.06 14740 14540 110 1,181 
140.65 -1.10 14145 14000 29 Ml 


58879+0790 58960 5830 0 322 
68600+2.100 58400 56400 28 

54525+1575 55400 54.100 2 

2,110 


CROSSWORD 

No.9,550 Set by ARMONIE 


LONDON TRADED OPTIONS 

Stjflca pries S terete — Cntta — — Put* — 


■ auiunium 
(99.796) LME 


Apr Jan Apr 


1700 

■ COPPBt 
(Grade A) LME 


OCO) (US centa^jouid) 


1900 


■ LME AM O0cM OS rate: 1.8777 
LME Closing E/S rate: 14786 


5pBtV6roa its tfi65D6i«s 1656? 9o*t 1MB 


latest toy's Opart 

prtM tfaega Htfi Ua W U 

Jan 5345 -005 5185 5330 21403 54,711 

M 54.10 +901 64.45 53.90 B£23 28305 

Mr S4.10 -044 54 45 5*40 3,412 154*9 

Apr 5350 +906 5160 53.40 1,171 7529 

May 5255 +9.11 5240 52.65 930 6.179 

Joe 5255 +946 5265 5245 1,578 8485 

T«*l 3839*136401 

■ QAS On. Ft (SAonnal 


Dec 2*47 -950 2502 24.45 5J59 4461 

Jae 24.71 -059 2550 24.67 13461 4756* 

Mar 2547 -056 2555 2542 3720 3*495 

May 2550 -950 25.65 2525 1457 13.466 

JM 25.43 -9*7 25.78 25.40 U89 11291 

Aug 2558 -941 25.67 2537 178 2.110 

1M 27,023 116/07 

■ SOYABEAN MEAL CBT (100 tone; S/ton) 

OH 2288 -1.1 231.9 2287 4994 12949 

Jm 2206 -1.8 2217 2204 10429 30.190 

Re 2145 -25 2185 214.0 6,447 34,173 

May 2120 -22 2155 2115 2709 20,884 

JM 2114 -25 2155 2124 680 14,590 

Aeg 2115 -22 2145 2115 1*9 3,360 

Triri 25505 122187 


Dee 3 Pie*, toy 

Comp. Oaay 13053 139.88 

15 toy avaoga 12220 1Z15Z 

■ WWTE SUGAR LffFE (50 tames; Vtonne] 

Mb- 3102 -94 3105 3111 78 22576 

My 31S.6 -95 3158 3156 124 5,289 

tag 317.4 -1.1 3174 317.4 95 *438 

Oct 311.9 -04 3114 3114 16 3467 

Bes 311.1 -0 A 3164 3150 - 1*2 

Total 1,487 38,486 

■ SUGAR *1V CSCE I112000M: centa/lbs) 

Mar 1258 - 1242 12J1 6578 1110k 

May 1250 1233 1225 1,595 32128 

JM 1148 +0.01 1203 1144 2438 27490 

Oct 11.73 - 11.78 11.73 1507 23484 

Mar 1156 +941 11.62 1156 412 B290 

May 1153 +9.01 1155 1150 162 940 

Total 12495294594 


1700 

1750 


■ COCOA UFFE 
975 
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H BRENT CRUDE 
IPE 

1850 

1900 .... _ 
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86 
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5 

20 

22 

G3 

40 

58 

- 

20 
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Jen 
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110 
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10 

27 

51 

96 

41 

61 

15 

52 
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115 

Jwi 

Mer 

Jan 

Mar 

128 

138 

10 

73 

88 

110 

21 

97 

58 

84 

40 

131 

Mar 

Mey 

Mer 

May 

TO 

88 

19 

28 

54 

83 

28 

38 
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7325 

-036 
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08 1.016 


Dutral ST 7.05-7.13 -022 

Brent Bfcnd (Mad) SI 748-7.89 -0.15 

Brent Blend (Jen) . SI 803-8,04 -0.155 

W.T.L 51869-661* -047 
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■ WON GRADE COPPER (COMEX} 

5*0 Day* Opn 

price cnanga Hpb Low VM M 

DM Sim +0.60 8150 8050 1,408 2473 

Jan 81.60 +6,75 ffl.BD 8045 490 2668 

H* 8225 +040 82*0 8220 50 1.761 

Mr 8255 +0.70 82.90 81.70 5918 32336 

Apr 8305 +0 70 83.10 8110 80 1.410 

M«y 8130 +055 83.70 8340 206 4,690 

Total 8,028 63464 

PRECIOUS METALS 

■ LONDON BULLION MARKET 

(Prices supplied by N M RotfntfiHd) 


GofcffTray 04 S price C equtv SFr equiv 
Close 288.4028840 

Opening 289.00-28950 
Martino fi* 28945 172.519 415, 

Afternoon fin 289.35 172414 414. 

Day'S High 29040-291.19 

Day's LOW 28750-28200 

Previous dose 292.40-29250 
Loco inn Mean GoM Lenffing Rates flfc 

1 month 4.00 6 months 

2 months ,4m 12 n ew th e 

3 months —A02 

SSver Rx p/tray «. US cts 01 

Spot 31545 52951 

3 months 31950 53341 

6 months 32145 53*45 

1 year 32745 639.7C 

Gold Coins S price 2 equri 

Krugerrand 290-292 172-17 

Maple Leaf 

New Sovereign 70-73 42-** 


S price C equhr SFr eqirfv 
288.40-28840 
283.0028850 

28945 172.519 415/471 

289.35 172414 414.639 

29050-291.10 
28750-288.00 
2924029240 

■a GoM Laming Rates flfc U8SJ 

-m., 4.00 6 months - 448 
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Dee 1G&2S +050 167.00 16500 *489 15581 
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M 16650 +050 167.75 16645 T.747 15,797 

Mar 168.00 +950 166.75 165.75 309 11.461 

Apr 164.75 - 16550 16590 210 4 .424 

■ay 16445 - 164.75 164.75 81 2^45 

Total KU8E1914U 
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2.420-0.189 2.617 2410 
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JU 1200 - - - - 124 
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■ P0LP6X QMLX (USS: 24 air dry tonal 
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Dee 52800 -875 53440 52840 39 430 
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VOLUME DATA 
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con tract s traded cm COMEX. NYMEX. CBT. 
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INDICES 
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Gold (portray 
SBver (per tray oz£ 
Plataaan (per troy az.\ 
Pafadtan (per troy oz.) 
Copper 

Lead (US prod J 
Tin (Kuala Lumpur) 

Tm (New YoritJ 
Cattle (five weight) 
sneop (Uve wei^it) 

PUP (Dve wMght)t 
Lore day auger (raw) 
Lon. day Buga- (Me) 
Barley (Big. feed) 
Maize {US Na3 Y story) 
Wheat (US Dade North) 
Rubber (Dec)¥ 

Rubber part)? 

Rubber (KLRSSNol) 
Coconut 08 
Petal Ofl(NWayJ§ 
Copra (PWD§ 
Soyabeans (U^ 

Cottm Owfook'A' Index 
Wooltops (B4s 3 lam) 


£ » atod p nanoBU. o oaa»m 
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ACROSS 

1 Landing area supervisor 
admitting insolence (7) 

5 Bent key implement for air- 
craft (7) 

9 Nothing surpasses a capital 
lover (5) 

10 The way to be captivated 
by rosy colour of carpet (9) 

11 Entourage about to obtain 
oriental vegetable (9) 

12 Manipulates stated require- 
ments (5) 

13 The fellow apprehending 
one felon (5) 

15 Check reckless raids In 
game (.9) 

18 Bat cherry pie in an act of 
betrayal (9) 

19 Uproar about one’s bill (5) 

21 African people in Burma 

sail home (Q 

23 Man on board appearing 
after short time between 
working days (9) 

25 Soldier’s stiffly formal and 
incurring censure (9) 

26 Prize bull, initially, is 
sound (5) 

27 Getting a couple of bob 
after sweeping shows gen- 
erosity (7) 

28 Steward accepting a pound 
to take over (7) 

DOWN 

1 vegetable having roach 
cooked with it (7) 

2 One de-tailed rodent in 
dash for car (9) 

8 Spike expert’s raised but 
unloaded gun (5) 

4 Controversial performer 
first appearing on a record 
(9) 


5 Closing of last breach is an 
aid to the rower (5) 

6 It is new in fresh plan for 
flag (3,6) 

7 A climber came up <5) 

8 The universe is losing car- 
bon by diffusive means (7) 

14 Upset Fren chman is taken 
in by superficial reproduc- 
tion (9> : 

16 Conductor of church ser- 
vice condemned dreary ale 
(3.6) 

17 Call about a gold. and ger- 
manium instrument (4,5) 

18 Acrobat has changed direc- 
tions for cart (7) 

20 It is tasty but can be sur- 
passed without a starter (7} 

22 Delightful meal, if lflckfog 
port© 

23 Displays merchandise to 
the audience (5) 

24 Writer turned on a student 
in the country (5) 


Solution 9,549. 
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LONDON STOCK EXCHANGE 


Shares surge as bid speculation intensifies 






MARKET REPORT 


By Steve Thompson, 

UK Stock Market Editor 


Already in festive mood, with 
dealers confidently talking about 
an end-year run-up. London’s 
equity market received an early 
Christmas present from the Mon- 
etary Policy Committee which 
left UK interest rates unchanged. 

That news, plus a flurry of 
intense speculation that more big 
bids are Imminent, gave share 
price s a second wind, driving the 
FTSE 100 index up strongly to 
close a net 111.6 or 2.2 per cent 
higher at 5DS2J. 

The financ ial sector was the 


focus of the market's takeover 
speculation with Norwich Union, 
floated in the summer, shooting 
higher on stories that a bid from 
one of the big banks, specifically 
Halifax, Barclays or NatWest, is 
in the pipeline. Other insurers 
also raced higher, including Com- 
mercial Union, General Accident 
and Prudential. 

Talk of further upheavals in 
UK investment banking and 
stockbroking kept dealing rooms 
buzzing with speculation. 

The recent sale of Barclays’ 
European and UK equities divi- 
sion to CSFB and NatWest 
Bank's equities and derivatives 
businesses to Bankers Trust of 
the US and Deutsche Morgan 


Grenfell have triggered a spate of 
speculation of further imminent 
moves in that area. 

Earlier in the session, the Foot- 
sie re-crossed the 5.000 level it 
lost during late October, when 
the tremors from the steep losses 
in far eastern markets rippled 
across global stocks. 

Again it was events in the Far 
East, where the international 
Monetary Fnnd agreed a J55bn 
rescue package for South Korea, 
which were partly responsible for 
triggering the substantial 
in London, as well as other Euro- 
pean markets. Hong Kong's Hang 
Seng index rose 23 per coat and 
that performance, coupled with a 
comforting showing by Wall 


Street prompted the initial impe- 
tus behind UK stocks. 

Gilts lent additional support to 
equities, and wore also sustained 
by the recent strength, of US 
Treasuries. The latter dipped 
shortly after trading commenced 
yesterday after the 3,000 drop 
weekly jobless figure, which 
caused unease about today’s US 
non-farm payroll report 

The report is one of the crucial 
factors used by the US Federal 
Reserve’s open market committee 
to determine interest rate policy. 

The MPC’s decision came in 
the wake of the Confederation of 
British Industry's November sur- 
vey of distributive trades, which 
hi ghlighted a marked slowing in 


retail sales during the month. 
But the jobless claims did no 
damage to Wall Street which con- 
tinued its run of gains, with the 
Dow posting a near-20 point rise 
within ten minutes. 

The day’s company news was 
mostly supportive of the market, 
with Reuters' £13bn- worth of 
capital restructuring driving 
those shares higher, and GEC*s 
plan to buy in £300m-worth of its 
stock well received. 

The FTSE 250 and Small cap 
Indices also registered strong 
gains, the former f»limhing 283 to 
4,7213 and the latter 103 to 
2389.1. Turnover at the Qpm cut- 
off point came out at a highly 
respectable 850m shares. 
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Indices and ratios 


FTSE 100 

50823 

+111.B 

FT 30 

3284.4 

4-575 

FTSE 250 

4724.5 

+32.1 

FTSE Non-Rna p/e 

20.15 

19.71 

FTSE 350 

2442* 

+465 

FTSEIOOFut Dec 

51045 

+1245 

FT$E All-Share 

2355.05 

+4640 

10 yrGBt yield 

652 

. 655 

FTSE AB-Sham ytekl 

327 

353 

Long QHt/equtty yW raw 2.00 

157 

Best pwfonnlnB sectors 

1 Household Goods 

2 Life Assurance 

+55 

—.+3.7 

Worst performing 

1 Bunding & Const .... 

2 Textiles & Apparel . 

I sectors 

-.40.1 
40.1 

3 Banks: Retail 

4 Insurance 

5 Gas Distribution _ 

— +3,1 

-..+25 

4 Leisure & Hotate — 

5 adkins Mats 

+02 

402 


Norwich 
hits new 
record 


By Joel Kibazo, Martin Brice 
and Pater John 


Intense activity in the 
financial sectors saw insur- 
ers emerge as hot favourites 
to be the Initial battleground 
for the first big takeover In 
financials since the merger 
of Royal Insurance and Sun 
Alliance last year. 

Although dealers insisted 
there was nothing new in 
the bid stories they said 
momentum behind general 
and composite insurers 
suggested corporate activity 
in the area looked increas- 
ingly likely. 

Norwich Union, floated in 
the summer at a public offer 
price of 290p share, shot up 
25 to a record 393p after 
heavy turnover of 9.7m 
shares. 

Insurance specialists said 
the most likely bidder for 
Norwich among the banks 
was the Halifax followed by 
Barclays, NatWest or Abbey 
National, all of which have 
been involved in some form 
of takeover/merger discus- 
sions this year. 

Another story was that a 
merger between Norwich 
Union and General Accident 
was being prepared, to take 
advantage of GenAcc’s finan- 
cial strength and Norwich 
Union’s superb brand name, 
and which would bring big 
cost savings. 

General Accident was 


close behind Norwich in the 
performance table, its shares 
racing up 67 to £10.78. A 
potential merger between 
Commercial Union and Gen- 
eral Accident was also 
talked about CU jumped 43 
to 888p. 

Other big winners in the 
sector included Legal & Gen- 
eral. up 9V4 at 52l%p. Pru- 
dential, which has been 
link ed to the high street 
bank in the past, lifted 29 to 
709p, a new closing high. 
Britannic, at £10.15 and Lon- 
don & Manchester, at 500p, 
were unchanged on the day, 
although dealers insisted a 
merger between the two 
might be on the cards. 
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next few weeks ahead of it 
going into closed season and 
one specialist said: “There 
may be some nervousness 
ahead of those meetings." 


Dalgety gains 

Shares in Dalgety gained 
13 to 285p as rumours of an 
impending bid continued to 
circulate. The word Is that 
Nestle and the UK’s Associ- 
ated British Foods plan to 
acquire Dalgety and split the 
business between them. 
However, some market spe- 
cialists attribute the strong 
advance in Dalgety to 
impending corporate activ- 
ity. 

Carl Short at SGST said: 
"We believe that there is a 
lot more value in the stock 
than the current share price 
suggests and we expect posi- 
tive developments on the 
corporate front before too 
long." Associated British 
foods shares ended the day a 
penny firmer at 554p. 

In the rest of tbe sector. 
Cadbury Schweppes eased 
V/z to 635 Vap on what dealers 
said was general profit- 
taking- Analysts are to meet 
with the company within the 


Ralltrack up 

Among transport stocks, 
Railtrack was again a strong 
performer and rose 31 to 
£ 10 . 61 , helped by a reitera- 
tion by UBS of its “buy” 
stance. 

The transport team put 
out a very bullish note on 
the stock recently, and Rich- 
ard Hannah at the broker 
said yesterday: “We have 
always been confident of sig- 
nificant cost savings at Rail- 
track but now there is also 
the prospect of volume 
growth returning to the 
industry." 

P&O rose 13 to 673p as it 
said it was to float Bo vis at 
200p a share, raising £225m 
for P&O rather than the 


£250m it had originally 
hoped for. 

Eeckitt & Cohnan was the 
strongest performer in the 
FTSE 100 index in percent- 
age terms as speculation of a 
takeover returned. 

Potential bidders included 
Unilever and Palmolive of 
the US although no specific 
corporate action was being 
talked about as yet. 

Analysts said although 
either company is capable of 
acquiring the group. Uni- 
lever is the most likely as it 
Is rapidly building a substan- 
tial cash pile and is actively 
looking to bolster its posi- 
tion in emerging markets, 
where Reckitt is strong. 

Another analyst said the 
shares were merely cheap at 
current levels. Tbe shares 
closed 70 Vj up at 956%p. 

News and information 
company Reuters jumped 
3014 to 710p after the com- 
pany announced it would 


FT 30 INDEX 

Doc 4 Dec 3 Dec 2 Doc 1 Nov 28 Yr 


Doc 4 Dec 3 Dec 2 Doc 1 Nov 28 Yr ago *H)tfi "low 

FT 30 3264.4 3206.6 3205-2 31822 31353 2797.1 34303 2668.fi 

CM. div. yWU 3.47 3.55 335 357 3.62 4.05 452 229 

WE rational 21.19 20.72 20.73 2058 2029 17.03 2223 155 

P/E raso h» 20.89 20.43 20.45 2020 20.01 1627 2222 15.71 
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O FTSE iwn u wd UmKad 1987. AM fights rassrwod. Tor 1997. 


return £l.5bn to share- 
holders. Reuters said ordi- 
nary shareholders would 
receive 13 shares in a new 
holding company. Reuters 
Group, plus £13.60 for every 
15 shares held. 

The company repeated its 
commitment to spend up to 
£200m a year buying back 
shares until the end of 1998. 

“The shares have been 
running ahead in anticipa- 
tion of this,” said Anthony 
de Larrinaga. analyst at Pan- 
mure Gordon. “But they are 
still not overvalued." 

Reed International- was 
the worst performing blue 
(hip after the group deliv- 
ered a cautious earnings out- 
look and the shares fell 15% 
to 6i8p. 

The Anglo-Dutch group 
said results would be “signif- 
icantly" affected by ster- 
ling's strength, 1997 results 
would contain exceptional 
items, and it was not yet 
possible to quantify the full 
financial effect of the com- 
pensation or impact on the 
travel unit's profitability. 


index helped HSBC rise 5^5 
per cent Dealers said that 
other positive factors 
included a Korean agree- 
ment on a cash injection 
from the international Mone- 
tary Fund. The shares 
gained a net 84 to £15.98. 

National Westminster dis- 
missed a press report that 
the company was poised to 
merge with ABN Amro. But 
the rumour that the bank 
may merge with another 
franfe or insurer persisted. 

Profit-taking and down- 
grades from several brokers 
saw shares in hotel and 
casino group Stakis move 
against the strong market 
trend. Tbe shares closed 
down 5% or 5.4 per emit at 
lOO p, the worst performer in 
the FTSE 250. 


FUTURES AND OPTIONS 


■ FT8C IQOtNPgX FUTURES (UFFE)E25 per Ml index point (APT) 
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GEC was one of the better 
performers in the Footsie, 
the shares climbing 13% to 
403 Vip after the company- 
said it planned a £300m 
share buy-back and its GEC 
Alstham joint venture would 
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While the results, which 
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Caution urged in spite of Asian rally 


WORLD OVERVIEW 


World stock markets rallied 
strongly yesterday, helped 
by a sharp bounce in Korean 
equities following confirma- 
tion of the biggest ever IMF 
restructuring package, writes 
Simon Dauies. 

Hie Korean KOPSI index 
advanced ? per cent, and 
Hong Kong followed suit, 
with the Hang Seng index 
gaining 267.39 points to 
11.474.94. 

Nonetheless, strategists 
urged caution over the 
recovery in Aslan emerging 
markets. 

“Three years after the 
Tequila crisis, the Mexican 
market has barely crept 
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back to its pre-crisis level in 
dollar terms,” said Vikas 
Nath, global emerging mar- 
kets strategist at UBS Secu- 
rities. 

“If Korea was to accept 
absolutely all the conditions 




imposed by the IMF, we 
would expect a lean and 
mean fighting machine to 
emerge, but only after two 
years. 

“And there will be big 
political tests in the 


short-term. What we have 
seen in the stock market 
over the last few days does 
not look like the beginning 
of a sustained rally” 

However, UBS argues that 
there is significantly less 
downside risk to the Hong 
Kong market which is now 
up 27 per cent from the low 
point it reached on October 
28. 

A quiet day had been 
expected in the developed 
markets, given the 
announcement today of the 
US non-farm payroll figures, 
a key indicator for the 
strength of the US economy 
ami therefore the direction 
for bond yields. 

However, the US long 


bond yield dropped below 6 
per emit for the first time in 
nearly two years, reflecting 
expectations that today's 
numbers will show that the 
so-called Goldilocks econ- 
omy - neither too hat nor 
too cold - is alive and 
wen. 

The rally fed t hroug h into 
Europe, with the FTSE Euro- 
top 100 index rising 1 per 
cent. 

But Matt Dennis, Euro- 
pean strategist at ABN-Amro 
Boare Govett, argues; "At 
current valuations, these 
markets are stQl vulnerable 
to both external or Internal 
shocks, coming from Asia or 
the run-up to European eco- 
nomic and monetary union.” 


Bond gains 
nudge Dow 
close to 8,100 


Frankfurt boosted by 
shake-up at Veba 


AMERICAS 


Morning gains in the bond 
market helped set off a rally 
on Wall Street as the Dow 
Jones Industrial Average 
hovered slightly below the 
8,100-point mark, unites John 
Labate in New York. 

“There's a broad-based 
rally being driven by failing 
bond yields and an easing of 
earnings concerns," said 
Doug Cliggott, US equity 
strategist at J.P. Morgan in 
New York. By early after- 
noon the Dow bad gained 
63.41 or 0.79 per cent to 
8.095.42. 

The Standard & Poor’s 500 
index was also stronger, ris- 
ing 4.03 to 980.80, while the 
Nasdaq composite index 
gained 6.39 to 1621.52. 

Enthusiasm in both the 
bond and stock market was 
intensified by improvements 
in Asia, as South Korea's 
IMF loan agreement 
appeared to promise a more 
stable future. 

Many market analysts 
focused on the Treasury 
market as the yield of the 
30-year Treasury bond, the 
benchmark for long-term 
interest rates, dipped below 
the 6 per cent level far the 
first time since January 
1996. 

Although the long bond’s 
dip was short-lived, it was 
enough to keep prices in 
financial stocks rising. 

In the banking sector, Citi- 
corp's shares surged 6 per 
cent or $8 V* to $138 after Mer- 


rill Lynch reiterated its 
“buy” rating for the bank. 
Chase Manhattan was also 
stronger, rising $3 ft to 
KLlSft. 

Elsewhere in the financial 
sector. Hambrecht & Quist 
surged $3Vi or more than 8 
per cent to $44*/*. The com- 
pany has been the subject of 
takeover rumours for several 

weeks. 

Many Dow stocks bene- 
fited from announcements 
by the analyst community. 
Goodyear Tire had gained 
$2% to $66% after Morgan 
Stanley reiterated a “strong 
buy" rating. 

Merck & Co surged $6 or 6 
per cent to $104 after Merrill 
Lynch tipped the stock to a 
“long-term accumulate" rat- 
ing. Shares in Walt Disney 
fell $1% to $93% after the 
company confirmed that its 
chief executive had sold 4m 
shares. Small stocks rose in 
morning trading as the Rus- 
sell 2,000 index gained 2.17 at 
435J8. 

TORONTO edged higher, 
with the 300 composite index 
adding 7.45 at 6,688.60 at the 
noon calculation. Banks lost 
ground, with important 
shares moving lower. Royal 
Bank of Canada slipped 20 
cents to C$80 and Toranto- 
Dominion 15 cents to 
C$52.75. Bank of Montreal 
came off 10 cents at C$80.10. 

Golds were dull on the 
back of a weak bullion price. 
Barrick lost 85 cents at 
C$22.76 and Placer Dome 
came off C$1 at C815J30. 


Sao Paulo rallies strongly 


Major Latin American 
centres moved ahead after 
an upturn for Brazil. 

SAO PAULO gained 1.21 or 
1-2 per cent to 10,113 on the 
Bovespa index to reverse 
most of the previous ses- 
sion's decline. 

Volume was low, however, 
and most brokers said that 
investors were holding off 
ahead of today's critical jobs 


fig ures fro m the US. 

MEXICO CITY added 43.22 
to 5,171.13 on the EPC index 
in line with the better trend 
across the region. Dealers 
said the dramatic upturn in 
Asia had been overshadowed 
by the slow start on Wall 
Street. “Volume was dull 
and it took a hint of bearish- 
ness in the US to depress 
sentiment,” said one broker. 


Corporate restructuring at 
Veba was one of the factors 
behind the 2 per cent rise in 
FRANKFURT yesterday. 
Assisted as well by benign 
economic data and a bright 
Wall Street, the Xetra Dax 
index advanced 85.17 to 
4.159.72. 

Veba gained DM8.35 to 
DMU435 after the giant con- 
glomerate, whose interests 
span energy, utilities, and 
chamirsiiw, said it planned to 
spin off a minority share- 
holding in its Stinnes trans- 
port division and to merge 
its Raab Karcher property 
services unit with its prop- 
erty arm. 

Dealers welcomed the 
announcement as a signal 
that Germany’s bloated utili- 
ties sector might be about to 
start restructuring itself, 
resulting in spin-offs and 
business disposals. 

“One of the most interest- 
ing things in Veba's 
announcement was that they 
said they no longer regarded 
Stinnes as a core business,” 
said Rail Menzel at BZW. 

The news also helped the 
shares of other utility giants, 
RWE rose DM335 to DM95.70 
and Vlag was DM37 higher 
at DM945. 

Veba also had a hand in 
the day's other big riser, 
chemicals group Degussa. 
which advanced DM6.50 to 
DM9L50, on news that Veba 
was contemplating raising 
its 36 per cent stake, 
although it was unclear 
whether this would involve 
share purchases or Veba sell- 
ing its HQls chemicals divi- 
sion to Degussa. 

Further support was pro- 
vided by a steady dollar and 
third-quarter GDP figures 
which were in line with 
expectations. 

AMSTERDAM moved 
higher, helped by solid gains 
for a several heavyweights, 
notably ABN Amro and Uni- 
lever. At the end of the ses- 


sion, the AEX index was up 
9.26 at 918.73. 

Among important stocks 
Unilever was a strong fea- 
ture, climbing FI 2.40 to 
FI 120.80 or 2.8 per cent. 
Steelmaker Hoogovens 
added L4 per cent or FI L30 
to FI 9330. 

ING staged a strong 
return, rising FI 3.80 to 
FL 88.90. Financials were 
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active as a result of merger 
rumours which lifted ABN 
Amro F1L30 or 3£ per cent 
to FI 41.70. 

Royal Dutch continued to 
suffer from weak oil prices, 
sliding F12J0 to FI 103.90. 
The AEX index ended 9.26 
higher at 918.73. 

PARIS traded narrowly in 
good volume with the CAC 
40 index adding 12.10 to 
2,914.45 In Z7m shares 
traded, just about the best 
volume of the week. 

Banks were a strong mar- 
ket with CCF adding 
FFH530 or 42 per cent to 
FFr374 while BNP put on 
FFr7.20 to FFr300. 

Valeo continued to benefit 
from the upturn in the 
motor sector with Valeo 
adding FFri&SO at 42L50. 

Carrefour ran into profit- 
taking among retailers, shed- 
ding FFr150 or 4.7 per cent at 
3,040. 

ZURICH lost Interest in 
bank takeovers and ended 


South Africa slips further 


Shares in Johannesburg 
moved lower across the 
board in dull volume. 

The all-share index ended 
off 34.4 at 6,262.4 following 
further weakness for Indus- 
trial shares and golds. 

The golds Index came off 


1.6 per cent at 690.80, a new 
12-year low, with the bid- 
lion price easing. The indus- 
trials Index closed down 
68.3 at 7,6284. 

Newcomer Prtma Toy 
ended at Ri.02, against a 
flotation price of R1.00. 
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Economy fears hit Tokyo again 


ASIA PACIFIC 


TOKYO shares fell yesterday 
for the third consecutive day 
amid renewed concerns 
about the state of the econ- 
omy and its financial groups. 

The Nikkei 225 slipped 
278.72 points or 1.7 per cent 
to dose at 16,306.78, having 
moved above the psychologi- 
cally important 17,000 level 
on Monday. 

The drop was partly due to 
the release of third-quarter 
gross domestic product data 
on Wednesday, which 
showed that the economy 
did not rebound as much as 
expected in this period. 

This followed the sharp 
fall in activity over the sum- 
mer, following the rise in 
consumption tax in April 

However, news that 
Moody’s credit rating agency 
was considering downgrad- 
ing the debt of three regional 
banks also dampened the 
market, particularly since 
investors continue to fear 
that more banks and brokers 
could foil following the col- 
lapse of three large groups 
last month. 

Turnover fell to 39lm 
transactions from 467m on 
Wednesday. Winners out- 
numbered losers 986 to 162 


Hong Kong 
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while 117 Issues were 
unchanged. Daiwa Securities 
was the most heavily traded 
share on the first section, 
falling Y32 to Y410 on turn- 
over of 18,73m shares. 

The three banks threat- 
ened with a downgrade by 
Moody's also fell: Ashikaga 
dropped Y58 to end at Y2Q5, 
Hokuriku Y49 to Yl65 and 
Kiyo Y32 to Y235. 

The Nikkei 300 index fell 
4.11 or 1.7 per cent to 244£3. 
The Topix index, which 
includes many banks, fell 
1.79 per cent to 1,228.74. 
Meanwhile, the second sec- 
tion index dropped L42 per 
cent to 1,277.9, and the over- 


the-counter index 1.01 per 
cent to 763.41. In London, the 
ISE/Nlkkei 50 index declined 
1.30 to 1.487.10. 

BANGKOK closed 3 per 
cent higher with the SET 
index up 1L39 at 388.77. The 
baht had a better day In the 
foreign exchanges but equity 
market turnover remained 
relatively low at Bt2.$bn. 

The banks sector jumped 
almost 10 per cent. Thai 
Farmers Bank rose Bt9 to 
Bt82 in the busiest volume of 
the session. Pbaira Thanakit 
gained Bt3.25 to Bt23.25. 
TelecomAsia dipped Bt0.50 
toBtlL 

The stock market is closed 
today for a national holiday. 

KUALA LUMPUR gained 
ground for the third day run- 
ning. The composite index 
rose 27.83 to 575.89 for a 
three-day improvement of 
more than 10 per cent ahead 
of today’s news conference 
by the finance ministry. 

Brokers said that most of 
the buying came from local 
investors with foreign funds 
keeping a low profile in the 
face of further weakness for 
the Malaysian dollar. Tele- 
kom rose 90 cents to M$9.00. 

JAKARTA rose 1&24 or 3.1 
per cent to 401.93 on the 
composite index. Paper 


leader Indah Kiat surged 
more than 13 per cunt follow- 
ing strong nine-month 
results, with the shares 
adding RplOQ to RpSSQ. Bro- 
kers said there had been 
good support from state- 
owned securities companies. 

BONG KONG pushed 
higher in moderate volume 
with utilities and China 
stocks providing most of the 
day's features. The Hang 
Seng index ended 267.36 or 
2.4 per cent ahead at 
11,476.94 in turnover of 
HK£t0.1bn. 

Hong Kong Telecom con- 
tinued to attract the buyers 
following Wednesday's news 
of a HKK8bn mobile phones 
takeover. The shares rose 80 
cents- to HX$16.50 for a 
two-day gain of more than 6 
per cent China Light added 
HK$1.16 to HK$4L80. 

HSBC rose HK$4.50 to 
HK$204, and China' shares 
were also heavily in demand. 
The red-chip index climbed 
4.3 per cent while the H 
shares Index gained 3J9 per 
cent 

BOMBAY moved lower on 
political uncertainty follow- 
ing the dissolution of parlia- 
ment. The main SOnshare 
Index ended 3787 or LI per 
cent lower at 3^325. 


with the SMI Index up 46.8 at 
5,969.5. 

UBS and SBC, which had 
pushed ahead strongly on 
alliance hopes on Wednes- 
day, eased SFT23.00 to 
SFrl.891 and SFr9.00 to 
SFr431 as talk about a 
merger between the two 
banks faded. 

COPENHAGEN attained a 
new all-time M g h, inm wic ffi 
by a strong performance 
from b ank s hares. 

The KFX index finished 
4J26 better at 199.40, break- 
ing the previous record of 
195.52 which was set on 
October 3. 

Analysts saM bank shares 
were being helped by a sud- 
den surge to foreign interest 
fuelled mainly by hopes of 
mergers in the sector. 

Jyske Bank advanced 
DKr30 to DKr785 and Den 
Danske Bank was DKr23 
higher at DKr835. Unidan- 
mark climbed DKrl5 to 
DKr493. 

MOSCOW rose by more 
than 6 per cant for the sec- 
ond successive session, with 
the RTS Index ending 21.57 
higher at 861.79 on hopes 
that recent turbulence in the 
government bond markets 
might be easing. 

Written and etfted by Jeffrey 
Brown, Jonathan Ford and 
Peter Had. 


IMF deal 
has tonic 
effect on 
S Korea 


Investors gave a warm 
reception to South Korea’s 
$57hn IMF rescue package, 
helping shares to record a 7 
per cent rise, writes Jona- 
thon Ford. 

Blue rfnp stocks climbed 
across the board as the mar- 
ket focused am one element 
of the package, which 
increased the ceiling on for- 
eign owner ship of individual 
South Korean stocks to 50 
per cent this month and 55 
per cent next year. The new 
rules take effect on Decem- 
ber is. The current limit is 
26 per cent 

The composite index 
dosed 26*5 higher at 405431. 
Trading volume was a 
record lll.lm shares, com- 
pared to a previous record 
of 88Jhn on Wednesday. 

Buying in t e re s t focused on 
financials and blue Chip 
industrials seen as likely 
targets for foreign investors. 
Seoul Bank rose Z10 won to 
a limit high of L560 won. 
Also limt* up were Samsung 
Electronics, 3,300 won bet- 
ter at 45,200 won and SK 
Telecom, 29,500 wan higher 
at 402,000 won. 

Analysts remained con- 
cerned about the possibility 
of labour unrest as a result 
of economic cutbacks 
required by the IMF pack- 
age. South Korea's unions 
are famously mili tant 

Walla Engineering and 
Heavy Industry, which last 
week said it would halve Its 
6,000-strong workforce, did 
not benefit from the rally, 
as unions threatened an 
“all-out strike". The shares 
Ml 1,500 worn to 17,400 won. 

Some thought that the 
IMF’s $57bn package might 
not lift South Korea com- 
pletely ant of its crisis. 

Steve Marvin, head of 
research at Ssangyong Secu- 
rities, said he thought the 
package would have to be 
increased. “They are on one 
knee now, bnt not totally 
prostrate," he said, refer- 
ring to the local economy. 
“A number of conglomerates 
could fall next year and that 
is when they are going to be 
on two knees.” 


EMERGING MARKET FOCUS 


Prague stirred 
but not shaken 


Prague’s stock exchange 
has suffered so many 
thin year that the 
fall of the Czech govern- 
ment at the weekend (and 
the prospect of several 
months of unstable care- 
taker administration} has 
had a less than dramatic 
effect 

"So little stock is held by 
foreigners now, that there 
is little selling pressure.’' 
said Alexander Angell of 
Wood & Co brokers in 
Prague. "If foreign inves- 
tors have held on to Czech 
shares, they won’t sell 
thprri now.” 

Although reform is likely 
to be delayed by the foil of 
the government same for- 
eign investors ironically 
see the political crisis as 
good news when compared 
with the instability ushered 
In by the loss of the govern- 
ment's majority last year. 

Nigel Rendell, emerging 
markets strategist at HSBC 
James Capel in London, 
said: “There is now the pos- 
sibility of fresh elections. 
It’s quite refreshing to have 
the prospect of a clean 
sheet of paper." 

Emerging market funds 
were already underweight 
in Czech stocks when the 
koruna was forced out of 
its currency band in May. 

Slow industrial restruct- 
uring led to sluggish export 
growth, which, combined 
with runaway domestic 
consumption, produced a 
current account deficit 
dose to 8 per cent of GDP 
last year and triggered the 
currency depredation. 

Since then the economy 
has slowed under the 
impact of two austerity 
packages and the wide- 
spread flooding in July. 

Most of the important 
stocks watched by foreign 
investors - such as CEZ, 
the former electricity 
monopoly, and Komercni 
Banka - have announced 
disappointing nine-month 
results. 

The only good news this 
year has been stock market 
reforms aimed at greater 
transparency. More than 


Czacb Republic 
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1,300 illiquid shares were 
delisted, fees were imposed 
on the dominant off-market 
transactions and, most 
importantly, parliament 
agreed to set up a Securi- 
ties and Exchange Commis- 
sion to prevent insider deal- 
ing. 

There is also the prospect 
of a wave of stocks coming 
on to the illiquid market 
from legislation compelling 
banks and investment 
funds to cut their industrial 
shareholdings. 

Tomaz Jezek, head of the 
stock exchange, said: “In 
the short term, there is a 
danger of too many shares 
coming on to the market, 
but this will attract foreign 
investment and in the long 
term it can only be posi- 
tive." 

According to Mr Rendell, 
the 30 per cent fall in the 
Czech market this year in 
dollar terms has made it 
relatively cheap compared 
to its neighbours, with a 
price-earnings ratio of 
about B on 1998 earnings 
compared to 8.5 in Poland 
and 12 in Hungary. 

However, he believes this 
sort of discount is justified 
and that the currency will 
have to come down even 
further against the deutsch- 
emark before foreign inves- 
tors return in force. 

In any case, he says, 
investors will keep a low 
profile until the political 
situation becomes clearer. 

Robert Anderson 


No local 

touch. 


In search of a berter correspondent 
in Turkish banking? We strongly 
recommend a truly global partner 
with none of die local dissonance. The only 
multi-branch Turkish bank awarded long- 
term A raring three years in a row by Capital 
Intelligence. The highest rated emerging 
market bank by Thomson Bankwatcb. The 
Turkish bank whose high regard among 
international financial community generated 
$1 billion in funding facilities in 1996 and 
$930 million in 3997. The Bank that has 
completed several asset backed securitization 



programmes with maturities 5-7 
years. The Bank that was selected 
as the “Best Bank of Turkey" by 
Euromoney for 3 consecutive years. 
Then again, if you think your correspon- 
dent in Turkey should also have local 
strength, who could be a better choice than 
a bank that handles 12% of Turkey’s 
exports and 6% of Turkey imports? A bank 
whose foreign currency business volume 
totaled $22.9 billion in the first nine 
months of 1997. A correspondent bank 
with global standards and local power. 
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The UK is now offering bonds that 
can be stripped and reconstituted. 
Samer Iskandar reports 






New sparkle added 
to gilts market 
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Strips have taken their time 
to come to the UK market, 
bat analysts and traders 
believe they have been 
worth waiting for. 

The introduction of strips 
- the ability to strip stan- 
dard coupon-bearing bonds 
from their principal, and 
trade them separately - is 
the latest move in a series of 
modernisations that have 
been made to the got mar- 
ket. It is also arguably the 
last large-scale reform before 
the conversion of all UK 
debt to the single European 
currency if and when ster- 
ling joins sometime early in 
the next mfllennium. 

Bankers say the Bank of 
•En gland has thoroughly pre- 
pared the market for strips 
in the 30 months since it 
first announced that they 
would be introduced. The 
pool of strippable bonds, 
about half the size of the US 
market, will be the world’s 
third largest, just behind 
France. 

In the longer end of the 
yield curve, where demand 
is traditionally strongest, the 
strippable gilt of 2021 is the 
second largest bond issue in 
the world, with almost £ 20 bn 
of paper outstanding. This 
should, bankers say, guaran- 
tee ample liquidity. 

Liquidity should also be 
Savoured by the simplicity of 
the stripping process. 

“UK gilts will be the easi- 
est and cheapest to strip and 
reconstitute,” says Julian 
Wiseman, vice-president at 
J.P. Morgan's Fixed income 
research in in London. “It 
costs just over £1, and the 
whole process is done in a 
matter of minutes at the 
touch of a button.” 

Market conditions are also 
favourable: the UK has 
Europe's biggest pension 
fund industry and pension 
funds are traditionally the 
keenest buyers of strips. 

“The UK pensions busi- 
ness is very large relative to 
the size of national debt,” 
says Mr Wiseman. 

The rules of taxation cov- 
ering gilt strips also encour- 
age trading. They are totally 
tax-exempt for foreign inves- 
tors. For UK residents, they 
are “tax neutral" - trading 
gains and profits from natu- 
ral price appreciation are 
taxed at the same rate, with 
a nine-month delay. This is 
not the case in some other 
markets, where differences 
between capital gains tax 
and income tax encourage 
hoarding to the detriment of 
trading. 

In the more mature US 
market, activity in Treasury 
strips started picking up ear- 
lier this year after a two- 
year lull. 

Josh Braverman, director 
of US government strips 
trading at Deutsche Morgan 
Grenfell in New York, attri- 
butes thia to the so-called 
“new paradigm” - the the- 
ory arguing that the indus- 
trialised economies have set- 
tled into a long-term period 
of high growth combined 
with low inflation. 

"People are more willing 
to accept interest rale risk 
when inflationary expecta- 
tions are low,” he says. 
“Like in any bull market, 
call options are in demand.” 
Strips share some character- 
istics with options, such as 
leverage and low entry cost. 

In Germany, liquidity has 
yet to pick up in the strips 
market. The announcement 
allowing stripping of govern- 
ment bonds - bunds - was 
made in July, following 
heavy lobbying by the 
banks, and seemingly only 
in response to criticism that 
the authorities were slow to 
modernise. 

The expected introduction 
of the single European cur- 
rency in just over a year was 
also a catalyst, as It threat- 
ened to draw liquidity away 
from the bund market into 
French Obligations Assirmla- 
Mes du Trisar (Oats). 

Conversely, Germany has 
one of the - world’s most 
active repo markets. Repos, 
gilt securities repurchase 
agreements, have tradition- 
ally been the Bundesbank's 
main tool for setting mone- 
tary policy, unlike the posi- 
tion in the UK and in France 
where central banks adopted 
this instrument some time 
after Germany. 

While UK open market 
repos have been operating 
for almost two years, the 
Bank of England started 
making daily use of gilt 
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repos in its money market 
operations in March this 
year. Both open market and 
the Bank’s daily repos have 
been a qualified success. 

After fast growth, the 
amount of outstanding repos 
stagnated for a while earlier 
this year and even declined 
last summer. This is partly 
explained by the resilience 
of stock lending. Although 
the practice is less secure 
than repos, it remains a tried 
and trusted method for 
many institutions. 

Another reason for the 
slowdown is that many insti- 
tutions holding gilts have 
had no pressing need for 
cash this year, thanks to 
bullish market conditions. 

Some analysts also blame 
the lack of progress on the 
rigid stance of market regu- 
lators. “We sometimes get 
the feeling the Bank of 
England would hkp to fomt 

repOS tO thg hanking rnmm ii. 

nrty." says one US banker in 
London. “It’s a pity, because 
there is a pool of potential 
users that has yet to be 
tapped.” These include com- 
panies’ treasury depart- 
ments as well as institu- 
tional investors such as 
pennon funds and insurance 
companies. 

With the exception of 
France, the development of 
repos in other continental 
markets has been hindered 
by fiscal legal consider- 
ations. With the advent of 
Emu, the lack of Europe- 
wide harmonisation has also 
been an impediment. 

Growth in onmlng months 
- possibly for some years - , 
is more likely to come from 
new types of transactions. 

Triparty repo, where a cos- 1 
foriian Trtanag ws the transfers 

of cash and securities 
between the counterparties, 
tops the list of new transac- 
tions. 

Since the first triparty ; 
transactions took place in j 
the early 1990s. activity has 
doubled or tripled every I 
year. In London alone, daily 
transactions are estimated at 
an average of between $50bn 
and $80bn, with signs that 
the market is stOl growing 
at a healthy pace. 

“It is now possible to raise 
binds while using differ ent 
types of securities, in small 
pieces, as collateral,” says 
Philip Van Hassel, a 
vicepresident at Euroclear, 
the international clearing 
bank- “There is no longer 
such a thing as idle cash or 
idle securities." 

Triparty repos reduce the 
administrative hassle and 
give both sides of the trans- 
action added flexibility. For 
example, when the “lender” 
derides to sell the securities, 
it does not have to wait for 
the repo to be unwound. To 
allow delivery to the new 
owner without compromis- 
ing the repo, the custodian 
will automatically substitute 
comparable securities as col- 
lateral 

As the technique is per- 
fected. new applications are 
being explored. Euroclear 
says that after banks and 
securities houses, corporate 
treasurers could become the 
next big participants. 

Equity repos are also still 
relatively underdeveloped. 
Although the availability of 
large blocks of shares makes 
♦ham an ideal instrument for 

repo transactions, their use 
as collateral ~Ha« consistently 
la gged behind that of bonds. 
This is partly explained by 
' the feet that Euroclear and 
Cede!, which have underpin- 
ned the expansion of triparty 
bond repos, developed as 
bond clearing houses and 
hold relatively few equities. 

Also, many traders feel 
that equities are vulnerable 
to particular problems such 
as the risk of mergers and 
takeovers, and that they 
present specific administra- 
tive hassles such as rights 
issues, stock splits, voting 
rights and dividend pay- 
ments. Many also perceive 
the higher volatility of equi- 
ties as an added impediment 

Most analysts, however, 
agree that emerging markets 
are the most promising new 
growth area. “Everybody 
knows that declining yields 
in the bond markets drew 
investors to emerging mar- 
ket bonds,” says one senior 
trader in London. “So why 
shouldn’t shrinking margins 
in the repo market boost 
emerging market reposT 

The development of repos 
in emerging markets has 





been hindered by the 
absence of adequate domes- 
tic dealing and settlements 
systems. But the higher mar- 
gins they offer are tempting 
market participants. These 
margins were propelled 
sharply upwards by the 
recent turmoil in eastern 
and south-eastern Asia and 
the ongiH-ng surge in short- 
selling. Several benchmark 
deals - notably bonds by 
Korean borrowers - went on 
special, offering substantial 
rewards for i nv e sto r s willing 
to lend their holdings. 

As one trader says: “This 
could really kick-start the 
repo market. There is so 
much money to be made, I 
cannot imagine that even 
the most conservative inves- 
tors would not be tempted.” 
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Global leadership in 







Quality counterparty 
Customer focus 
Innovative approach 
Executions! excellence 
Global network 
Proven leadership 
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We combine our unique resources as a leading commercial, investment and 
trustee bank to help our clients make the most of the many opportunities In 
repo and financing markets. 


The benefits of a 
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The benefits of an 
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* Toe strength and scnic of Deutsche Bank. 

As one of the largest most creditworthy banks in 
the world, customers benefit from our liquidity 
management capabilities and reduce risk by 
collateralising lending or borrowing. 


i he benefits of a 
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We offer securities financing and matched book 
repo trading capabilities backed by our 
strength- in the world's fixed income and money 
markets. 


' Reco h e use 


m To umock notiitlcvis! potential from your fixed 
income portfolio, as a leading custodian, we can 
offer a proven collateral management product 
which can generate increased yield from 


securities lending. 


For further Information, 
piease contact*. 

--4 171 545 1731 

or 

800 925 1SS3 hJS oniy; 


The Q-ce c: .Via -*:??? Division of Deutsche Morgan Grenfell, the Investment 
banking arm of the Deutsche Bank Group, is a proven leader in the industry. 

By combining an ability to commit capital with an integrated approach to strategy 
risk management, our staff of over 2,400 professionals in 38 dealing rooms 
around the globe help government, investor, corporate and financial institutions 
worldwide to achieve their desired issuing, hedging and investment objectives. 


Deutsche Morgan Grenfell 
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2 REPO AND STRIPS 


BOND MARKET REFORMS • by Edward Luca 


GUIDE TO REPOS • by Samer Iskandar 


Single currency Safer lending of securities 

poses questions 


Investment banks 
are still unsure 
about regulations 
that will govern 
trading after Emu 

Europe's securities 
repurchase sector is ready- 
ing itself for dramatic 
growth after economic and 
monetary union in 1999. The 
separation of the repo mar- 
ket along national lines has 
meant that Europe has 
lagged the development of 
the market in the US. 

Repo traders, however, 
believe the stimulation of 
cross-border flows after the 
creation of the euro will give 
Europe the liquidity and 
depth which has long been 
taken for granted in the US. 

"The European repo mar- 
ket has grown quite dramat- 
ically since 1992 but it is still 
a long way behind the US." 
said one trader. "Monetary 
union is just the stimulus it 
needs to really take off." 

Traders say the growth of 
repo flows in Europe over 
the past few years has been 
boosted by a number of fac- 
tors. First, more investment 
banks and leveraged finance 
houses, such as hedge funds, 
have stepped up their pres- 
ence in the European mar- 
kets. The use of repo instru- 
ments enables finance 
houses to improve their 
leveraging by lending out 
securities for cash. This 
enables them in turn to 
leverage more securities 
bought with the cash. 

Second. Europe’s leading 
central banks have increased 
their use of repos as their 
basic tool to manage liquid- 
ity in the economy and to set 
interest rates. The Bank of 
England joined the band- 
wagon in March when it 
scrapped the practice of pur- 
chasing treasury bills and 
other commercial notes 
through discount houses in 
favour of a limited form of 
repo management. The deci- 
sion by the European Mone- 
tary Institute to choose the 
Bundesbank repo-manage- 
ment system for the future 


European Central Bank has 
boosted this trend. 

Third, investment banks 
and leveraged funds based 
mostly in London have 
increasingly resorted to the 
use of repos as a way of 
arbitrating the market and 
improving their liquidity. 
This has spanned aU types of 
securities including - most 
recently - the repoing of 
emerging market bonds dur- 
ing the global market crisis 
in late October. By shorting 
some of the worst affected 
bonds at the right moment 
nimbler players were able to 
make money out of the col- 
lapse in bond prices. This 
they were able to do through 
borrowing the securities in 
the repo market 

Few, however, believe that 
Europe will reach in the 
near future the levels of 
sophistication seen in the 
US. In the US a diverse 
range of securities including 
mortgage bonds, high-yield 
debt, yankee bands and cor- 
porate bonds are commonly 
used in repo transactions. In 
addition, US investors have 
the benefit of a highly-devel- 
oped strips market 

Conversely, both the UK 
and Germany are only now 
starting to offer investors 
the facility to trade and own 
stripped - or zero-coupon - 
government bonds. Fearful 
that it would be seen as less 
developed than the French 
market after Emu. the Bund- 
esbank in July ann ounced 
the introduction of strip 
trading on German govern- 
ment bunds. This, it hoped, 
would boost liquidity in the 
German government bond 
market and would tbus 
improve its chances of 
becoming the benchmark 
issuer in euro-denominated 
government bonds after 1999. 
In addition, Germany has 
attempted to win market 
share in foreign currency 
repo trading by exempting 
local banks from the mini- 
mum reserve requirement in 
repos with a maturity of less 
than one year. 

Traders say the introduc- 
tion of the strips facility on 
December 8 will strengthen 


the sterling market's attrac- 
tion as a "safe haven” out- 
side Emu by making the 
market more liquid. 

Kevin Adams, gilts analyst 
at Barclays Capital, says the 
introduction of a gHt strips 
market will boost turnover 
in the gilt repo market 
which has lagged its French 
and German counterparts 
since it was created two 
years ago. “Fund managers 
are waiting until strips are 
up and running as well, SO 
they can go through every- 
thing at once. I suspect that 
the gilt repo will flourish 
when strips are under way, 
and clients can deal in both 
of them." 

On the broader front, 
investment banks are still 
unsure of what regulations 
will govern repo trading 
once the euro has come into 
being. Neither the Emi nor 
the International Securities 
Markets Association ' has 
published a market standard 
to replace separate national 
conventions after 1999. "It is 
not clear whether different 
government bonds will be 
interchangeable as collateral 
in the repo market once they 
are ail denominated in 
euros,” said Philip Shaw, 
chief economist at Inversec 
in London. "There needs to 
be a Europe- wide standard 
Tor all to follow." 

Neither is it clear, say 
traders, what type of paper 
will be accepted in repo 
operations with the ECB, 
which has not published a 
list of private sector paper 
that would be exchangeable 
in addition to euro-denomi- 
nated government bonds. 
Finally, confusion remains 
about settlement facilities. 
"There are as many central 
depositories as there are 
countries and probably 
more,” said one trader. “How 
many are really necessary?" 

Many of these questions 
will be answered over the 
next 12 months. Meanwhile, 
traders expect volumes to 
take off after May 1998 when 
the exchange rates of the 
participating currencies will 
be irrevocably fixed against 
each other. 


All your questions 
answered about 
sale and 
repurchase 
agreements 

What is a repo and how does 
it work? 

Repo is an acronym for “sale 
and repurchase" agreement 
It is a safer substitute for 
securities lending in markets 
where the repo procedure is 
well established. 

In a repo transaction, the 
holder of a security sells it to 
a counterparty and 
simultaneously agrees to 
buy it back at a 
predetermined date. The 
counterparty deposits an 
amount equivalent to the 
full price of the securities 
with the original owner. 

This collateral is transferred 
again to the "borrower" 
when the securities are 
returned to their initial 
owner. 

What Is the purpose of 
selling the security if the 
owner eventually buys it 
back? 

Repos are a cheap way of 
raising money. Because the 
securities act as collateral, 
the rate at which money is 
borrowed is usually lower 
than, for example, the rates 
banks charge on unsecured 
loans. 

Fund managers aign use 
repos to increase their 
performance. By repoing out 
their securities, they can 
earn revenues equivalent to 
several percentage points of 
the value of their portfolio. 
When a security Is in 
demand on the repo market 
- becomes "special" in 
market jargon - borrowers 
are willing to pay a premium 
to obtain it Several series of 
Japanese government bands 
recently went "on special”. 
They were so much in 
demand that the repo rate 
became negative. This meant 
that an owner willing to 
enter a repo agreement not 
only received an interest-free 
cash collateral - on which it 
could earn interest - it was 
also able to buy the bonds 
back at a lower price. 

Does thin mean repos are a 
risk-free way of making 
money? 


Example of a repo financing trade 
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Not exactly. There are two 
risks - market risk and 
counterparty risk. Market 
risk arises because when the 
securities are repoed out, the 
owner cannot sell them. In a 
falling market, this is 
particularly frustrating 
when the “lender" knows it 
is committed to buying 
them back at above-market 
prices. 

Counterparty risk is the 
possibility that the 
counterparty might not be 
able to return the bands at 
the end of the transaction. 
This is not as dramatic as it 
sounds, because when this 
happens the lender keeps the 
cash collateral 


PROFILE 


But what if the bonds have 
risen and there is not 
enough cash to cover the 
whole amount? 

This rarely happens, because 
in most markets repos are 
“marked- to-market". This 
means that the price of the 
securities is calculated every 
day. If it rises, the 
counterparty has to increase 
the cash collateral by an 
equal amount. 

The main costs of a default 
are the administrative hassle 
and tbe transaction costs of 
buying the securities from 
the market There is also a 
risk that prices might move 
during the time it takes to 
buy the securities on the 


market, but this exposure is 
generally limited to a few 
hours at the most. 

If repos increase the overall 
level of risk in the market 
why do regulators tolerate 
them? 

Governments are often the 
most active users of the repo 
market In Germany, for 
example, repos are the main 
instrument of the Bundes- 
bank's monetary policy. 
When it wants to Inject cash 
into the banking system, the 
Buba enters repo agree- 
ments: it takes securities 
from banks and gives them 
cash that they can then 
invest or lend to clients. 
Conversely, to drain cash 


from the market, a central 
bank can execute reverse 
repos: it takes money from 
commercial banks and gives 
them government securities 
as collateral. 

Repos also make markets 
more efficient, because they 
allow traders to go short - 
that is, sell securities that 
they do not own. 

The ability to go short is 
essential for marketmakers, 
because they have to make 
two-way markets - that is, 
they must be willing to buy 
securities they might not 
want and sell securities they 
do not have. 

A short seller typically 
expects prices to fall and 
hopes to buy the securities 
back at cheaper levels. By 
acquiring securities through 
a repo transaction, the short 
seller deliver them to 

the buyer While maintaining 

his bet that the market will 
flail. 

What happens to coupon 
payments during a repo? 

The legal owner during a 
repo transaction is the 
“borrower". So coupons are 
paid to him if they fall due 
during this period. However, 
when this happens a cash 
amount equal to the coupon 
is paid to the original owner. 
This is called a 
“manufactured payment". 
Each of the two counterparts 
then has to sort out its own 
fiscal position. 

Does this not complicate 
matters? 

It can, but participants in 
repos can also take advan- 
tage of this situation. In 
most markets, domestic 
holders of bonds receive divi- 
dends on which withholding 
tax has already been levied, 
while foreigners are paid 
gross coupons. In markets 
where regulation does not 
take this loophole into 
account, it is tempting for 
bondholders to repo out 
their bonds just before a cou- 
pon payment to a tax-exempt 
counterparty, and receive a 
manufactured payment This 
practice is called coupon 
washing. It is legal in many 
markets. In the UK, how- 
ever, domestic investors are 
taxed on the hypothetical 
coupon they would have 
received if the bonds had not 
been repoed out 


Wise before the event 


The bank resisted 
the temptation to 
gear up for the 
introduction of 
gilt repo last year 

Times are getting to ugher 
for Europe’s repo markets 
as they approach the brave 
new world of the single 
currency. 

Having ridden the tide of 
speculative interest 
surrounding economic . 
convergence in recent years, 
with its galvanic effect on 
European government bond 
markets, the Continent's 
repo men now find 
themselves In the doldrums. 

Many expect the market 
to grow rapidly after 
economic and monetary - 
union in 1999, but at present 
low Interest rates, narrow 
spreads, and waning 
activity levels have 
combined to reinforce the 
traditional image -of the 
repo as a high volume, low 
margin commodity product 

It is, claims Matthew 
Hale, head of global 
treasury at Bankers Trust 
in London, time for those 
banks active in the market 
to be clever about how they 
use their resources. 

“Spreads have been 
squeezed out of the repo 
market and the margins 
just aren't there any more," 
he says. “There is a huge 
c ommu nity of singie-A and 
double- A banks which are 
making HO si gnificant 
income from their repo 
operations.” 

Mr Hale is happy to admit 
that Bankers Trust is only a 
medium-sized participant in 
the market. The h ank set up 
its London repo operations 
in 1994, and resisted the 
temptation to gear up for 
the introduction of gilt repo 
last year. 

Today, the repo desk 
comprises just three traders 
headed by Dane Sparke, a 
trader who came from Tokai 
Bank. 

Avoiding the expensive 
hiring spree ahead of gftt 
repo proved to be a wise 

move. “It has not been very 
profitable.” Mr Hale says of 
the market’s performance 
since its launch. "For us. 
with J ust two people doing 
gilt repo, we have at least 
managed to make a 



Pad Ham® just one of several financing services offered 


reasonable' return." 

Others, including some of 
the UK banks that geared . 
up heavily, have been less - - • 
fortunate. 

Bankers Trust has 
avoided such grandiose . 
mistakes partly because of 
Its decision to staple the 
repo desk together with the 
bank's other securities . • 
lending operations in the 
treasury division. 

Paul Hamill. who is 
responsible for repo sales ' 
and marketing at the h ank, 
says this was because 
Bankers Trust saw repo as 
just one of a number of 
financing services it had to- 
offer customers - a different 
approach from that taken 
by many investment banks 
which lumped repos 
together with their bond 
market operations. 

Being within the treasury 
division has helped keep the 
repo desk responsive to 
customers and less inclined 
to drift into the dangerous 
game of chasing market 
share, claims Mr Hamill . He 
also believes it has 
conferred operational 
benefits. 

“If you are artitraglng . . 
repos against cash funds or 
forward rates, it is a lot 
easier to do that in treasury 
than an a bond desk." 

And by linking repo to 


other lending functions. - 
Bank^ Trust claims to be "" 
better able to tailor funding. 

- packages for customers that 
mayinclude -other 
. - instruments such as' swaps, 
-loans and simple stock - 
tending deals. 

Mr -Hale, who calls this - 
the bank's “one-stop-shop" 
approach, says that Bankers 
.Trust wifi sometimes use 
repos as a 

customer-winning product 
in the hope of subsequently 
gaining more profitable 
. ancillary business 

elsewhere - a claim that 

speaks volumes about the 
market's growing maturity. 

But if his general tone 
could be described as a little 
downbeat, at least compared 
to the hyperbole that 
surrounded repo two years 
ago, Mr Hale emphasises 
that he sees an exciting 
.future for the product 

While the gilt repo market 
has yet to fulfil the hopes of 
its creators, he thinks that 
conditions will improve as 
the market develops. 

"One problem gilt repo 
has faced is that . 
international investors have 
not shown, much Interest in 
the gilt market In recent 
years," he says. “This 
should change with the 
coming of the single 
currency, when there 


should be lots of focus on 
the UKLbecause of 
convergence." 

Another area expected to 
show significant growth is 
that of equity repos, still a 
comparatively undeveloped 
market and one into which 
Bankers Trust has been 
expanding. Mr Hamill says 
that the bank's customer 
focus has given it an 
advantage in building a 
presence in equity repos. 

“Equity repos are very .1 
customer-driven, largely 
because they are still - - - 
Opaque products without 
any real transparency in the 
market," he says. “Doing T 
these deals involves daily 
contactwith clients.” 

\ Bankers Trust has also - 
been, dipping.its toes into 
repps of emerging market - . 
bonds - once again taken in 
this direction by the needs - 
of its customer base. 

..Partly as a result of its US 
pare n tage, the bank has- 
close relationships with a 
number of hedge funds, 
-natural users of the repo' - ; - 
market because they have a 
~ constant requirement to ' 
fund positions that they . ", 
hold in securities markets." -i 
• As hedge funds have ’-- : v 
become aggressive Investors - 
in emerging markets, - ' - ~ 

Bankers Trust has been ' y 
forced to address the v-v; 
problem of how to help • 

Clients finanpp I hair 
positions.' 

Mr Hale says that most of ' : 
the bank’s involvement has- 
been in Latin American 
Brady bond markets, due to 
their deep liquidity. 

"Emerging market repos 
clearly present more risk, 
and you have to be 
comfortable with the 
liquidity of the collateral 
you hold if the markets 
tom," he says. 

However, he remains 
convinced that this market 
wifi develop in coming 
years. “If you look at what 
has happened in Asia, you 
can see it as a major market 
opportunity because there is 
a big demand for finance in 
the region. In a sense, a 
regional credit crunch plays 
into the hands of • 
collateralised lenders 
because unsecured finance 
simply dries up." 

Jonathan Ford 
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GUIDE TO STRIPS • by Samer Iskandar 


Definitions of a new 
financial instrument 


All the answers to 
separate trading 
of registered 
interest and 
principal 

Why are Strips suddenly 
back in the news and what 
exactly are they? 

The introduction of gilt 
strips, promised since 1995, 
Is on track. It has been 
eagerly awaited by traders, 
fUnd mangg wB and financial 
executives of large 
companies. After several 
delays, the UK gUt stripping 
facility will finally be 
available on Monday, 
December8. 

Strips - an acronym for 
separate trading of. _ . 
registered interest and 
principal of securities - are 
the different components of 
a conventional bond 
separated and traded as 
distinct securities. 

A 10-year gilt, for example, 
is strippable into 20 
half-yearly coupons and one 
final redemption. The end 
result is a series of 21 
zero-coupon securities, with 
maturities of six, 12, 18 
months, and so on. 

What is the point of creating 
several securities out of a 
single bond and giving op 
the revenue stream? 

Strips are very useful 
instruments for participants 
in the financial markets. 
Paradoxically, they can offer 
safety and stability to one 
type of investor and be 
highly speculative for 
others. 

Unlike bonds that pay 
ynwwi — or half-yearly - 
dividends, the total return 
on a strip is known at the 
time of purchase. This is not 
the case for conventional 
bonds, because Investors 
never know in advance the 
interest rate at which they 
will be able to re-invest 
coupons. In the US, where 
strips have been available 
since 1985, they have become 
very popular among people 
planning their own pension 


or house-owners with an 
interest-only mortgage and a 
lumpsum payment in the 
future. They are also used by 
investors with long-term 
liabilities such as pension 
funds. 

If strips are so predictable, 
how can they be 
speculative? 

The value of a strip is 
predictable only when the 
security is held until 
maturity, when the investor 
receives the whole notional 
amount In the short term, 
their prices fluctuate more 
sharply than those of 
conventional bonds. 

Because all the cash flows 
are concentrated at tha end 
of a strip’s life, the effects of 
changes In interest rates or 


on the difference between 
the purchase price and the 
redemption price. In the UK. 
however, income tax will be 
payable annually on the 
(theoretical) notional profit 
which the investor would 
have made if he had sold and 
repurchased the strip at the 
end of each tax year. 

Will this tax distortion have 
an impact on the pricing of 
strips? 

Tn most mar kets strips 
usually offer slightly lower 
yields than the bonds from 
which they are derived. This 
reflects the cost of stripping 
and managing several series 
erf new securities. The 
disadvantageous tax 
treatment In the UK could 
reduce demand for strips. 


Zero coupon 
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in inflationary expectations 
are amplified. 

The price of a 
conventional bond is less 
affected by changes in 
expectations or in market 
conditions. While inflation 
erodes the value of aD fixture 
cash-flows (coupons and 
final redemption), this is 
partly of&et by expectations 
that interim payments will 
be re-invested at higher 
rates of interest. 

How does the absence of 
income affect taxation? 

In most countries where 
strips are available, their tax 
treatment is favourable for 


tax; - usually rft a lower- rate 
than income tax. is payable 


which would result in 
relatively higher yields than 
in other markets. But it is 
unlikely that their yields 
wDl be higher than those of 
conventional gilts. The 
reason is that just as bonds 
can be stripped, strips can 
also be combined to 
reconstitute a bond. If the 
sum of the prices of 
individual strips became 
much lower than that of a 
conventional gilt. It would 
make sense for brokers or 
banks to buy coupon and 
principal strips on the 
market and sell them to 
investors as the 
reccaastituted gilt. 

Conversely, if strips 
became much more 


The Financial Times plans to publish a Survey on 

End of Year Review 
of Investment Banking 

on Friday January 23 1998 
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UK STRIP MARKET • by Richard Adams 


When zero means returns 


expensive than gilts, there 
would be an incentive to 
strip more bonds and sell 
their individual components. 
Are there any alternatives 
to strips? 

Borrowers, including 
companies and banks, 
sometimes issue zero-coupon 
bonds, which are sold to 
Investors at a discount 
These are in many ways 
identical to strips, but they 
carry credit risk, since their 
redemption is tied to the 
financial health of the 
issuer. In every financial 
market the government Is 
the soundest borrower 
because it has the ability to 
print money to repay its 
debts. 

Since governments are 
also the largest issuers of 
debt government bond 
strips are more liquid than 
corporate zero-coupon bonds, 
making it easier - and 
cheaper - to buy and sell 
large amounts. 

How can gilt strips be liquid 
if there are several dozen 
issues of different sizes and 
maturities? 

Not all gilts will be 
strippable. The Bank of 
England has designated 
seven strippable gilts, with 
maturities ranging from 
December 2000 to June 2021. 
The total amount 
outstanding of these gilts is 
about £90bn. 

All strippable gilts pay 
coupons every six months on 
June 7 and December 7. As a 
result, coupon strips will be 
interchangeable, regardless 
of the gilt issue from whicb 
they were stripped. 
Forty-seven different coupon 
strips will be available 
initially, with maturities 
from June 7 1998 to June 7 
2021. 

Principal strips, however, 
will be differentiated. 

Investors will initially have 
a choice between seven 
different maturities: 

December 3000, June 2002. 
December 2005, December i 

2006. December 2007. I 

December 2015 and June I 

2021. 


The Bank of 
England’s new 
strips market will 
become active on 
Monday 

The facility to strip gilts 
comes with strong support 
from the City of London's 
financial community. Pen- 
sion funds and insurance 
institutions were especially 
enthusiastic. The attraction 
for the City is the availabil- 
ity of zero coupon paper and 
increased flexibility of cosh 
flow made possible by stripp- 
able gilts. The first settle- 
ments in the market 
which started this week will 
take place on Monday. 
December 8. 

Strips are a rare beast in 
the jungle of financial 
instruments, offering at the 
same time security and vola- 
tility. They give certainty of 
return, by removing rein- 
vestment risk, but ore much 
more sensitive to changes in 
yield. 

The greater leverage 
appeals to the hedge fund 
community, while tbe cer- 
tainty is attractive to 
those with long-term obliga- 
tions. 

Seven gilt issues have 
been declared strippable at 
the start of October, with a 
nominal £90bn available, or 
less than 20 per cent of the 
total gilt market. That is 
only about half of the poten- 
tial strips markets in the US 
and France. In its document 
setting out the official strips 
facility, the Bank of England 
said it was tbe intention for 
all new issues of conven- 
tional benchmark gilts to* be 
strippable. 

The Bank also suggested 
older issues may be 
converted into strippable 
ones of s imilar maturity, but 
warned that “any conversion 
programme is unlikely to be 
extensive”. 

Interest in the early days 
of the facility will centre on 
tbe proportion of issues that 
are stripped, and by whicb 
institutions. 

Kevin Adams, gilts 
strategist at Barclays 
Capital, says institutions 
may not rush in immed- 
iately. "Everyone is 
interested, because it's 



Kevin Adams: b WB be a gradual pro c e ss 


another way of managing a 
portfolio. But none of us. 
hand on heart, can say how 
it uill work in practice." Mr 
Adams said. "Our impress- 
ion. having discussed it with 
various institutions, is that 
it is going to be a gradual 
process." 

The experience in France 
with bond stripping shows 
that the volume can reach 
between 60 to 70 per cent of 
a specific issue, and about 40 
per cent of total issues with 
maturities longer than 10 
years. 

The UK is expected to see 
about 30 to 35 per cent of 
eligible issues stripped, 
along the lines of experience 
in the US market. 

One difference In France is 
that Obligations Assimilables 
du Tresor (Oat) issues are 
usually much larger, making 
a more liquid market. In the 
UK. smaller benchmark 
issues could mean a slight 
danger of an institution 
cornering an issue. For 
example, tbe 7 per cent 2002 
Treasury stock has a 
nominal value of £9bn, 
which would theoretically 
cost about £3bn to buy once 
stripped and the coupons 
sold. 

But the Bank has 
anticipated the problem by 
preparing large issues with 
matching coupon dates: the 
8 per cent 2015 stock and the 
8 per cent 2021 are the two 
largest bonds in Europe. 

And it reserves the right 
to reopen an issue via a tap 
market if a strip was being 


squeezed, and repo or lend 
strips if market conditions 
make it necessary. 

The Bank of England 
expects interest to be 
towards the long end of the 
market, for asset liability 
matching. But David 
Sutherland, director of fixed 
interest securities of Scottish 
Amicable Investment 
Managers, points out that 
even If a third of the Jumbo 
2015 and 2021 issues are 
stripped, the principals 
would add up to less than Z 
per cent of the current value 
of gilt holdings of UK 
pension funds and insurance 
companies. "In the early 
da.vs. the strip market will 
not be large enough to 
satisfy potential demand, 
particularly for longer-dated 
liabilities," Mr Sutherland 
said. 

Market traders are already 
preparing for demand for 
long principal strips. HSBC 
Markets advise taking 
advantage by moving out of 
shorter strippable issues and 
into the long issues. Traders 
can then strip tbe long gilts 
to create the principal and 
reconstruct the short gilts to 
get out of tbe coupon 
stream. 

In the repo market, 
brokers report that the 
advent of strips has already 
seen forward position-taking 
in the 8 per cent 2015 and 
2021 Issues. 

Other analysts point to the 
possibility of exchanging gilt 
strips with strips from other 
government bond markets. 


to create a forward foreign 
exchange transaction. 

The physical act of 
stripping will only be able to 
be performed by gilt-edged 
marketmakers (Gemms) and. 
in theory, tbe Bank of 
England. Comma can 
request a desired amount to 
be stripped, provided the 
stock required Is available 
on the Gemms account at 
the central gilts office 
(CGO). Gemms are also able 
to reconstitute bonds. 

All strips will he held on 
the CGO's new settlement 
system at the Bank, so that 
gilts held outside the CGO 
book-entry system will need 

to be lodged with the CGO 
before they can be stripped. 
Personal investors will still 
bo able to huVd strippable 
gilts in paper. 

There are no plans to 
include gilt strips on the 
execution -only National 
Savings Stock Register, 
because The greater 
volatility or strips w thought 
to make professional advice 
necessary for personal 
investors. 

Legislation holds open the 
possibility that Index-linked 
gilts could bo eligible to be 
stripped at a later date The 
authorities think the pool of 
"linkers” is too small to be 
liquid for on efficient strips 
market to develop, and there 
are also problems involving 
fung Utility i interchange- 
ability;. 

Analysts say It will be 

worth watching tbe 
behaviour of US Treasury 
Inflation Protection 
securities, which are 
technically strippable. 

Should there prove to be 
strong demand for holding 
strips, the logical step would 
be the issuing of zero-coupon 
bonds. The Bank says the 
possibility will be reviewed 
in the light of experience. 

"The high durattun of 
strips means they will 
initially be regarded as a 
risky variation on ‘plain 
vanilla* bonds." says Mr 
Adams of Barclays Capital. 
"But. In fact, strips 
themselves are the purest 
form which a bond can take 
because there is no {coupon] 
reinvestment risk. In time, 
strips will become the 
foundation on which the rest 
of the market is based.” 
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Dresdner Kteinwort Benson is strategically focused to 

add value for clients in repo with specialist skills and 
resources. Our mult -currency capabilities and global 
network are becked by high quality, technology and 
Support systems designed lo grv& you the edge with 
superior administration and reporting. Our major 
commitment and customer focused approach can 
now help you lo make the most of the new market for 
strips in the UK. 
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Bemd Franks, Frankfurt +49 69 263 7320. 
Douglas Rouse, London +44 171 956 6531. 

Eric Debonnet Parts, +33 1 447 04410. 

Mark Cartier, New York, +1 212 429 4450. 

Mflps 

Nicolas Themtstoch. Frankfurt +49 69 263 8300. 
Ian Robson, London, +44 (0)171 444 9030. 

Marc divler Lfibeau, Paris, +33 1 447 04419. 
Tom Huthwarte, New Ybrk, +1 212 429 4444. 
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UK REPO MARKET • by Richard Adams 


Specials spoil the action 


Repos have been 
a success but the 
market has not 
yet fulfilled all the 
high hopes for it 


Two cheers for the gat repo 

market 

An open market In gilt 
securities repurchase agree- 
ments has been operating for 
almost two years, while the 
Rnnif of England has made 
daily use of gilt repos in its 
money market operations 
since March this year. Both 
operations have been a qual- 
ified success, according to 
market participants. 

The use of repos has been 
a useful addition to the 
range of instruments avail- 
able In the sterling market. 
But neither the open market 
nor the Bank's operations 
have yet fulfilled some of the 
hi gher hopes that were origi- 
nally held for them. 

The open market grew rap- 
idly during 1996. But the lat- 
ter part of this year has seen 
the amount of outstanding 
repos reach a plateau, and 
then fall back between May 
and August, from £79bn to 
£7lbn according to the Bank 
of England's quarterly sur- 
vey. Using a different mea- 
sure, Garban Europe - the 
institutional repo broking 
arm of Harlow Butler - esti- 
mates total gilts outstanding 
were £100bn at the same 
time, but still lower than the 
previous quarter. 

The Bank Itself says the 
market was "generally quiet 
during the summer period", 
but with an increase in daily 
turnover to ElSbn. Gilt repo 
is now said to account for 
about one half of overnight 
sterling transactions. The 
Bank says 69 per cent of 
recent turnover was at the 
short-end. In overnight or 
on-call repos. 

Given the amount of out- 
standing gilts, the totals 
traded in the repo market 
remained smaiL Retail insti- 
tutions, such as pensions, 
life assurance companies 
and fluid managers, have 
been reluctant to get 
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1 Percentage share; July - September 1997 


Girt repo 
54% 


Bspo of efigfcte bflJs 17% 


Outright sale of affgSbfe 
bank bite 23% 


Settlement banks' 

tote repo faculty 2% 


Discount houses* 
lata repo facffity 4% 


Sourcec B«* cf England 


clays Capital, said: “There is 
still an awful lot of people 
yet to play in the market 
and that's slightly disap- 
pointing.'* 

In theory, the cheaper 
sources or funding through 
repo should attract inves- 
tors. But there are several 
reasons behind the reluc- 
tance of institutional gilt 
holders to use repos. The 
market is new. Involvement 
in the open market would 
entail hiring new staff or set- 
ting up repo desks, and the 
legal complexity of new repo 
contracts. Since many retail 
institutions see their stock 
management as a middle 


institutions do not look at 
their stock from the front 
desk,” said Jonathan Boyd, 
director of the sterling divi- 
sion of Harlow Butler Ueda. 

Some fund managers think 
it more important to keep 
their gilts on hand to trade, 
and do not want to sell a 
stock only to find out that It 
has been repoed for a fort- 
night. And a small but still 
worryingly frequent failure 


be less secure than using 
repos, some participants con- 
clude the repo market Is sim- 
ply not attractive enough. 
“It may be that stock lend- 
ing has increased because 
clients are aware of the pos- 
sibilities offered by repo, but 
aren't able to use it," Mr 
Adams said. 

Part of the reason has 
been the lack of specials - 
particular gilts in high 
demand. Dealers bidding for 
a special will compete by 
reducing the repo rate on 
the cash offered in exchange 
for the security, usually by 
5-10 basis paints below the 
prevailing general collateral 
rate. The most common rea- 
son for a special is a stock 
t hat is "cheapest to deliver" 
(CTD) to settle a futures con- 
tract. When an issue goes 
special, the open repo mar- 
ket comes into its own. But 
few issues have “gone spe- 
cial", compared with the 
more active German bund 
market Paul Cumbers, asso- 
ciate director of Garban 


to deliver gilts at the end of Europe, said the lack of ape- 


involved. so the potential.. ..office- or even back office 
market remains much larger operation, they may not 
than the actual one. Kevin want to use the facility. 
Adams, gilts analyst at Bar- “Many fond managers and 


contracts has not helped. 

Lending of gilt stocks - a 
tried and trusted method for 
many institutions - has not 
dried up, as some predicted. 
In the 12 months to August, 
lending actually rose by 22 
per cent in value, compared 
with the previous year. 
Given that stock-lending can 
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cials activity was disappoint- 
ing. “It discourages bond 
market professionals from 
playing." he said. 

The repo market should 
also be popular far cash and 
carr y arbitrage, buying a 
CTD issue on the rsmh mar- 
ket while selling a gilt 
futures contract, and Rind- 
ing the position via repo. 
But so far, the link between 
the repo and the futures 
market continues to be 
weak, unlike in the US. 

Solving the problem is not 
easy. The Bank has defended 
its decision not to appoint 
marketmakers in gilt repo, 
by saying that there are 
around 20 institutions pro- 
viding “what can be seen as 
akin to market-making func- 
tions". But market-making 
status might give a better 
shape to the market, by 
drumming up business. 

Another reason Is that 
many institutions holding 
gilts have had no pressing 
need for cash this year, 
because of the overall state 
of the market In that case. 


the repo market, and the 
cheaper finance available 
through it, will have to wait 
until conditions tighten 
before starting to take off, 

the recent slow growth in 
the open repo market may 
also have hampered the 
Bank’s operations, which 
started using gilt repos to 
provide liquidity to the 
money market earlier this 
year. Previously, the Bank 
had relied upon buying back 
Treasury and eligible hank 
bills through discount 
houses. Repos were intro- 
duced and the special status 
of discount houses - along 
with gilt-edged marketmak- 
ers - was phased out. 
Instead, the Bank was to 
rely on counterparties, 
banks willing to deal regu- 
larly with tt 

At first, the introduction 
of the daily repo reduced vol- 
atility in overnight inter- 
bank lending rates. But 
more recently, levels of vola- 
tility have moved back to 
where they were before the 
introduction of repos. 

Market observers say the 
use of the repo has been 
more successful t han the 
Bank's previous system. The 
previous reliance on bills left 
the market vulnerable to 
institutions such as Natwest 
and Barclays, which held 
large chunks of bill issues. 
Using the repo gave a poten- 
tially much wider pool of 
liquidity for the Bank to call 
on. 

But the change has not 
seen much increase in the 
Bank's counterparties. The 
Bank does not say how 
many counterparties it has, 
but observers estimate there 
are 20 to 25 Institutions deal- 
ing in repos directly with the 
Rawfc, but only around eight 
which are “active”, willing 
to deal an a dally basis to 
clear shortages. Same banks 
thoug ht likely ranrilrta tpa to 
be active counterparties 
have chosen not to do so. 

Philip Shaw, a money mar- 
ket specialist formerly at 
Union Discount, and now at 
Investec, said there is “no 
clear commercial advantage" 
for banks to act as counter- 
parties. Others are more crit- 
ical, especially over the 
run-down in the size of the 
Treasury bQl market, which 
has shrunk from £2lbn in 
1995 to £3bn. 

The situation has been 
complicated by proposals to 
change the government’s 
cash management proce- 
dures, ending its Ways and 
Means overdraft with the 
Bank of England. Cash man- 
agement will be transferred 
to the new Treasury debt 
management agency being 
set up. The Bank wQl con- 
tinue to use the money mar- 
kets to operate monetary 
policy, but the Treasury will 
handle exchequer inflows 
and outflows. The details 
have yet to be decided, but it 
seems likely the agency will 
issue its own bills, and may 
be a repo counterparty with 
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FRANCE • by Grog Smosarski 


Emu will boost activity 


After spectacular 
growth the repo 
market suffered a 
20.5 per cent 
drop in 1996 


Liquidity and low counter- 
party risk have turned repos 
into one of the most widely 
used money market instru- 
ments in Paris, accounting 
for about 40 per cent of daily 
turnover In the interbank 
market Indeed, an article in 
the Bahqde de France bulle- 
tin suggested that the effi- 
ciency and the depth of the 
French repo market would 
give it a significant role in 
the euromoney market that 
would follow economic and 
monetary union in 1999. 

After steady growth since 
1988. and a spectacular dou- 
bling of volume between 
September 1994 and Decem- 
ber 1995, the French repo 
market suffered a 20.5 per 
cent drop during 1996. This 
was doe to a general reduc- 
tion in the activity of the 
French money markets. But 
the repo market suffered a 
arwiiar drop than the inter- 
bank market as a whole, 
which saw volume down by 
some 25 per cent 

Repos in the resident 
Interbank market averaged 
FFr69~8bn ($i2hn) a day in 
the final quarter of last year, 
according to Banque de 
France figures. But if all 
repo transactions by all mar- 
ket operators were included, 
the daily total would be 
more like FFr209,96hn a day. 

Repos could not have 
grown as spectacularly, If 
they had not responded to 
real needs. At their simplest 
they allow bondholders to 
finance their portfolios by 
borrowing against them. 
This facility has been used 
widely by Flench banks - 
especially the medium-sized 
ones - because higher qual- 
ity requirements have made 
access to the interbank mar- 
ket more difficult for them. 

But more complex transac- 
tions also allow market oper- 
ators to arbitrage their way 
up and down the yield curve. 

The market has also had 
the support of the authori- 
ties. Since July 1994 a group 
of 12 marketmakers - known 
as sp&cialistes en pensions 
stir valeurs du Trisor 
(SPVT), and increased to 20 
in February 1996 when it 
was integrated with the spi- 
daUsles en valeurs du Trisor 


(SVT) - has been ensuring 
liquidity. They have been 
obliged to make fixed inter- 
est rate! quotes far at least 
the tom : next (following day), 
one week, one month, and 
three-mtinth delivery dates 
for minim um parcels of 
FFrSOODft for the two nearby 
dates, ;,FFr200m for one 
month',/' and FFrlOOm for 
three mouths. 

The “authorities also 
changed'the law to allow the 
immediate annulment of a 
repo transaction if one of the 
parties, felled, and the imme- 
diate unwinding of the trans- 
action! This was a signifi- 
cant' advance in a legal 
system , where settlement of 
debts normally has to wait 
until tiie court-appointed 
adminis tration tinfl been able 
to turn' the business around, 
or it has failed and the court 
has pronounced liquidation. 
Unsurprisingly, this has ben- 
efited the repo market in a 
climate of falling h ank prof- 
itability and tighter risk 
management. 

Additional security is pro- 
vided $y .a system of initial 
margins and subsequent 
margin calls. 

Further aid to the repo 
market takes the form of fis- 
cal neutrality, which means 
that transactions are not 
subject to direct tax. This 
was whiten into the law of 
December 31 1993, but had 
already been recognised by 
the finance ministry in 
December 1990. 

At ',the same time, the 
Banque de France has 
started using the repo mar- 
ket for its day-today liquid- 
ity injections Into the money 
markets. The bank has been 
signing repurchase orders on 
French Treasury bonds since 
July 1990. More recently, 
from January 1996, it has 
also '.been using medium- 
term bonds. Bans a Mayen 
Terme N&godables (BMTNS), 
and Treasury bills. 

The repo market is also 
expanding to accommodate 
Titres de Criaruxs Nigodor 
bles (TCNs, medium-term 
paper such as CDs), and pub- 
lic sector bonds, as- wen as 
bands denominated in Ecus. 
Another expected develop- 
ment Is the “pension tripar- 
tite" ^tripartite repo), in 
which a depositary will be 
involved with a view to 
reducing the a dminis trative 
costs incurred. 

Future growth for the 
French repo market can be 
expected when the insurance 


companies start to invest the 
premiums that they will col- 
lect for the funded comple- 
mentary retirement pension 
plans for the l<L5m private 
sector employees. The imple- 
mentation decrees and direc- 
tives following the Thomas 
Act passed on March 25 this 
year, which extended 
funded pensions to this cate- 
gory of the population, were 
only completed this autumn. 

The insurers should also 
be clients for the strips mar- 
ket Strips were announced 
in France on May 23 1991. 
making the French Treasury 
the first European sovereign 
borrower to allow this. The 
first operation - “dismem- 
bering" an Obligations 
Assimflables du Trfisor (Oat) 
&50 per cent due 2019 - took 
place on June 12 of that 
year. In fact, the French 
Treasury was seeking to 
make French public debt 
attractive to potential buy- 
ers of zero coupons. 

Strips are now allowed on 
all Oats, including those 
denominated in Ecus (since 
January 1994). As of the end 
of September this year, the 
stock of strips amounted to 
FFr207.19bn, out of a total 
stock of outstanding Oat and 
long- and medium-term 
French franc debt of 
FFr2,0l3.54bn (excluding 
FSRs), plus Ecu747bn of 
strips out of an ecu total of 
Ecu22.65bn. As at the end of 
1996, the corresponding fig- 
ures for strips stock were 
around FFrlSObn and 
Ecu308m. 


To maintain liquidity, the 
SVTs are expected to make 
markets, and the underlying 
Oats may be split up and 
recombined more or less at 
wilL In addition, the coupons 
of the same due date have 
been decreed as fungible 
(interchangeable), even if 
they originate from Oats 
with different maturities. To 
encourage this fungibility, 
the principal value of cou- 
pons is nominally set at 
FFr5 or EculJ25. (Principal is 
traded on lots of FFr2.000, or 
EcuSOO.) 

The strips market has 
improved the Treasury paper 
market, commented the 
Treasury, by giving it an 
extra dimension. Among the 
advantages listed was allow- 
ing investors to boost the 
performance of their portfo- 
lio by making their bonds 
more responsive to Interest 
rate movements. 


GERMANY • by Graham Bowley 


Eyes fixed on a glittering prize 




After losing 
ground to rival 
countries, Germany 
is now modernising 
its market 
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- - - - The size of the international securities market is now 
estimated at USS 1633 billion. ISMA is the international self- 
regulatory industry body for this market, responsible for 
overseeing its orderly functioning and development. Notably, 

ISMA has established the uniform rules and recommendations 
which now govern virtually all cross-border transactions in 
International securities. 

As the voice of the market, ISMA is committed to 

representing the interests of Its global membership, which now 
comprises some 826 banks and securities houses from 50 countries. 

ISMA continues to set new standards in the fields of market 

practices, settlement, legal documentation and in the provision 
of market data. Its investment in the future through high quality 
education programmes and research will ensure growing 
professionalism In the market for the next 25 years and beyond. 


ISMA 


For further information on ISMA pteaie contaer 
internaiioAai Securities Market Association, 

Rlglstrane 60, PO Box, CH-8033 ZOrich. 

Tel. (41 1) 363 « 22, Far fa 1 1) 363 77 73. E-Mail. uImOwtu.mi.u* 


With European economic 
and monetary union on the 
horizon, the German govern- 
ment bond market is being 
readied for battle. 

At stake is the glittering 
prize of being the bench- 
mark government bond mar- 
ket in the European-wide 
bond market planned for the 
next century when Emu is 
scheduled to be up and run- 
ning. Last summer the Ger- 
man authorities took two big 
steps to help it win that 
prize. 

Germany has traditionally 
been among the most attrac- 
tive government bond mar- 
kets in Europe, with the Ger- 
man government paying 
some of the lowest yields on 
its official debt among most 
European countries. How- 
ever. concerns had recently 
been raised about the 
authorities’ willingness to 
modernise, prompting fears 
that Germany was losing 
ground to rival countries 
which were pushing ahead 
with reforms. 

The first step came in July 
when the authorities made 
the long-awaited announce- 
ment allowing for the first 
time in Germany the strip- 
ping of government bonds. 

Strips - which are created 
when a conventional bond is 
broken down into its coupon 
payments and principal, 
which can then be held or 
traded separately - have 
long been a feature of other 
countries’ capital markets 


such as the US and France. 

But Germany had until 
this year held back, showing 
a reluctance to innovate 
which deepened concerns 
about the continued attrac- 
tiveness of German bonds 
for investors. 

Strips appeal to a wide 
spectrum of investors, 
including pension funds, 
insurance companies as well 
as private investors. Since 
they offer income payments 
at restricted points in trmp 
rather than the long stream 
of payments of conventional 
bonds, they present a more 
efficient way for an investor 
to match income with liabili- 
ties. They also remove 
the reinvestment risk 
presented by income pay- 
ments which are a feature of 
conventional bonds. 

The failure of the German 
authorities to provide these 
innovative financial instru- 
ments raised the possibility 
that investors might ingtpari 
turn to alternative bond 
markets. With fewer buyers 
of German debt, one conse- 
quence of this would have 
been a potential rise in the 
interest rate the German 
government would have h a d 
to pay to borrow in the 
bond market - a state 
of affairs the German 
authorities were very keen 
to avoid. 

"A strip market On Ger- 
many] is another step 
towards a more transparent 
and efficient debt market. 
The decision to allow strip- 
ping stems also from the 
impending decision on Emu 
and the increased competi- 
tion among European capital 
markets." according to ana- 
lysts at Dresdner KJeinwort 
Benson. “The stripping facil- 


ity creates new possibilities 
for investors and traders to 
exploit the German yield 
curve." 

The second step by the 
German government also 
came in July when, to coin- 
cide wtth the opening of the 
strip market, the finance 
ministry signalled that tha 
country’s debt would be con- 
verted into the euro, the 
planned single currency, at 
the scheduled start date of 
economic and monetary 
union in 1999. 

The authorities’ move 
ended months of speculation 
during which doubts had 


come tinder enormous pres- 
sure from Germany’s small 
savings banks. They com- 
plained that the cost of 
redenominating the debt 
would be too large. The 
small. savings banks hold 
bonds on behalf of Individual 
customers and were con- 
cerned, that redenomination, 
and the associated recalcula- 
tion of customers’ accounts, 
would te too costly. 

However, the views of the 
bigger banks prevailed - 
along, with growing concerns 
that delaying redenomina- 
tion would allow other coun- 
tries. Iwhich had already 
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again been raised about 
their willingness to embrace 
change to boost the 
attractiveness of domestic 
debt 

Germany’s big banks had 
mounted a vociferous cam- 
paign to persuade the gov- 
ernment to convert the debt 
in 1999, when Emu is sched- 
uled to start but the finance 
ministry had held back. Ger- 
many’s banks were worried 
they would lose business to 
rival banks in countries 
which had already decided 
to redenominate debt into 
the euro. 

But the government had 


announced they would go 
ahead with redenomination 
in 1999, such as France and 
the .Netherlands, to steal 
another march on Frankfurt 

The .finance ministry said 
thatiredenomination would 
affect about DM45Qbn of Ger- 
man federal debt - although 
the final sum could be. much 
more. If the individual state 
authorities decide to follow 

suitf. 

But as well as boosting 
Gerpiany's hopes that its 
bonds would be the bench- 
mark' in the pan-European 
capital market the decision 
to' redenominate was in addi- 


tion a significant fillip for 
the planned single European 
bond market and the single 
currency itself. 

Although countries joining 
Emu are not required to con- 
vert existing debt Into the 
euro until 2001, several coun- 
tries had already committed 
to redenomination, in part as 
an act of confidence in the 
single currency project. 
Without Germany - which 
has the most important bond 
market in Europe - there 
continued to be lingering 
doubts about whether the 
German authorities really 
believed Emu - and the 
European-wide bond market 
- would go ahead. 

The decisions to allow 

stripping and the redenomi- 
nation of debt mean the Ger- 
man bond market is now 
well-placed to compete for 
investors if European coun- 
tries do decide to go ahead 
with Emu in just over a 
year’s time. 

Unlike in the UK. where 
the repo market - for the 
sale and repurchase of gov- 
ernment bonds - only began 
life in January last year. 
Germany has a long-estab- 
lished repo market, it is used 
extensively by the Bundes- 
bank, the German central 
bank, to set monetary condi- 
tions in Germany by adding 
or draining money from the 
finan c ial market. And it is 
this German interest rate 
model - in which short-term 
money market interest rates, 
guided by repo operations by 
the central bank, would 
move within an interest rate 
corridor bounded by a lower 
deposit interest rate and an 
upper lending rate - which 
is likely, to be adopted. for 
the euro. ‘ 
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Fast take-off for 
trading of strips 


The market was 
boosted when all 
new Treasuries 
became eligible 
for stripping 

US experience suggests that 
trading of gilt strips will 
quickly gain momentum and 
have an effect on both, gilt 
prices and repurchase rates. 
It could also help US-based 
banks to extend their Influ- 
ence within the City of Lon- 
don, as they use the exper- 
tise their dealers have 
developed in pricing and 
manipulating the US Trea- 
sury strip and repo 
markets to win gilt market 
share. 

The US Treasury intro- 
duced its separate trading of 
registered interest and prin- 
cipal of securities (Strips) 
programme in February 
1985. Trading of the constitu- 
ent principal and interest 
rate payments of Individual 
Treasuries has been develop- 
ing in popularity with inves- 
tors since then, and a move 
in September to make all 
new Treasuries eligible for 
stripping has given the mar- 
ket a further boost. 

As of October 17, $233 -5bn 
of Treasuries were in 
stripped form, or just over 25 
per cent of the $912.4bn of 
Treasuries eligible for strip- 
ping. Net stripping of Trea- 
suries during October was 
fflghw, but this gives a mis- 
leading picture of strip vol- 
ume - there was around 
$17.6ba of gross stripping of 
Treasuries during October 
and $16.8bn of reconstituting 
the Treasuries from their 
stripped form back into com- 
plete issues. 

Until September, only 
fixed rate Treasuries with 
maturities of beyond 10 
years- had been eligible for 
stripping. But short dated 
and inflation-linked notes 
are now eligible for strip- 
ping, and a move to make 
the coupons on separate 
inflation-linked issues fungi- 
ble (interchangeable) is 
planned within the next few 
weeks, according to Roger 
Anderson, deputy assistant 
secretary of federal financ- 
ing at the US Treasury. How- 
ever, there are no plans to 
allow stripping of deals 
launched before the Septem- 
ber rule change that have 


maturities shorter than 10 
Fears.. 

There are a wide variety of 
users of Treasury strips. 
Once a Treasury has been 
stripped the individual com- 
ponents are known as zero 

coupon deals, because they 
do not have explicit periodic 
interest payments. As they 
are deeply discounted and 
have only one future pay- 
ment date they are popular 
as investments for retire- 
ment accounts, or as gifts to 
children. 

They are also used by pro- 
fessional investors looking 
to exactly match their assets 
and liabilities. The greatest 
flow of strip trading is car- 
ried out by dealers looking 
to exploit perceived arbi- 
trage opportunities in strip 
value against the underlying 
Treasury curve. However, 
they are also a popular 
instrument with investors 
looking to place a 
leveraged bet on price direc- 
tion. 

Warren Buffett’s Berkshire 
Hathaway fund is said to 
have been a big buyer of 
Treasury strips during the 
summer winntha , for exam- 
ple. As strips are bought at a 
discount they have greater 
potential upside than 
straight Treasury purchases 
valued near par. The strips 
which Berkshire Hathaway 
Is said to have been buying 
(mainly with maturities 
between 2017 and 2022), have 
appreciated in value even 
more sharply than straight 
issues during the recent 
“flight to quality" move out 
of equities into Treasuries in 
the US. 

There is same debate over 
the extent to whicb strip 
trading affects Treasury 
prices and repurchase rates. 
Efficient trading of strips 
shnpld help iron out anoma- 
lies in the shape of the Trea- 
sury curve, with the arbi- 
trage on offer from moving 
In and out of strips a tempo- 
rary phenomenon. This 
could certainly have a 
short-term impact on the 
price of the gilts that will be 
eligible for stripping from 
December 8. 

The effect of the introduc- 
tion of stripping on gilt 
repurchase rates is harder to 
extrapolate from the US 
experience. Many traders 
think that stripping of Trea- 
suries is one of the factors 


driving the increasing fre- 
quency with which bonds 

are trading on. "special" in 
the repo market If strips are 
bought by investors who 
intend to hold the deals until 
maturity then there are 
fewer Treasuries in the par- 
ticular issue in circulation. 
This increases the li fr ftirh ood 
that a dealer short of Trea- 
suries will be forced to make 
cheap loans in return for 
paper. 

And this fall in the repo 
rate also has the effect of 
pushing up the spread 
between interest rate swap 
levels and the underlying 
Treasury benchmark, as the 
availability of »-^wip funding 
via the repo market 
Increases the attraction of 
paying fixed rate on a swap. 
This in turn can create an 
arbitrage opportunity to 
issue fixed rate debt and 
swap the proceeds to floating 
rate. 

Roger Anderson at the US 
Treasury downplays the 
extent to which strip trading 
moves US repo rates. “By 
and large most issues do not 
get stripped until they are a 
year or so off-the-run (away 
from use as a benchmark) 
and no longer on special in 
repo," he says. 

Not all dealers are con- 
vinced, however. And the 
advent of strip trading in the 
UK might have the effect of 
increasing the tendency of 
gilts to trade-tightly in repo. 
This in turn could play into 
the hands of the US dealers 
active in London who are 
already adept at engineering 
Treasury repo squeezes, and 
exploiting the effect on swap 
spreads. 

It could also become a fac- 
tor in Bank of En gland deci- 
sions on whether to increase 
existing gilt issues, or 
launch new securities. The 
recent move by the US trea- 
sury to re-open the 6J25 per 
cent coupon August 2007 
security, rather than issue a 
new 10-year bond, was 
widely interpreted as a move 
to ease a repo squeeze in the 
bond. The issue had spent 
much of the months before 
the quarterly refunding at 
the start of November trad- 
ing on special in the repo 
market. The Bank of 
England may soon have to 
factor simila r considerations 
into its debt management 
decisions. 
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Flexible source of funds 


The attraction of 
triparty repo is 
that it helps to 
maximise returns 
on capital 

Trip&rty repo is one of 
London’s fastest growing but 
least known financial mar- 
kets. Since the first deal 
involving the European 
Bank for Reconstruction and 
Development in 1992. the 
market has expanded to 
transactions worth between 
$50bn and $60bn a day. And 
all the signs are that it will 
continue to grow. 

The market differs from 
conventional repos by 
employing a middleman or 
agent - the third party - to 
hold bonds offered as collat- 
eral by the borrower to the 
lender. In Europe, the agent 
is typically a clearing organi- 
sation such as Eurodear or 
Cedel, or a global custodian 
such as the Bank of New 
York. Eurodear sees a half 
or more of the City’s triparty 
repo bargains pass through 
its doors. 

On one side of the bargain 
are cash-hungry broker-deal- 
ers which need to finance 
their operations. “We use 
cash coming in as the oxy- 
gen of the business,” said 
James Tomkinson. director 
of repo products at Nomura 
International, the -Japanese 
investment bank, in London. 
On the other side are cash- 
rich houses, characteristi- 
cally banks, eager to find a 
home for surplus funds. 
Some banks, notably the big 
European banks, may find 
themselves being cash-takers 
in one part of their group 


and cash-providers In 
another part. 

The attraction for both 
sides is that triparty repo 
helps them to maximise 
their returns on capital. 
Securities houses accumu- 
lated big inventories of 
bonds during the 1990s, 
which can be turned to 
advantage as collateral. Mig- 
uel Heunessy, an executive 
director of Morgan Stanley, 
the US investment bank, in 
London said: “It’s the most 
flexible source of funds for 
the firm." 

Lenders have the same 
objective. Banks' balance 
sheets have been rebuilt dic- 
ing the 1990s. Competition 
has shaved the returns from 
conventional lending and 
money market activities. 
Financing repos has become 
increasingly enticing. Tim 
Keenan, global repo product 
manager for Barclays Capi- 
tal, the investment b anking 
division of Barclays Bank, 
one of Britain’s biggest 
banks, said: “Everybody is 
wanting to know bow to get 
more juice from the yield.” 

Using a third party suits 
both sides as well. One of 
the main drawbacks with 
conventional repo is the cost 
and inconvenience of deliv- 
ering the security to the 
lender. Triparty repo eases 
the problem because the 
clearing organisations and 
custodians already hold the 
stock and it is their business 


to keep track of customers’ 
portfolios. The borrower sim- 
ply has to agree with the 
lender which stocks are 
acceptable as security and 
notify the custodian. 

Needless to say. it has not 
always been quite that easy, 
especially in the market's 
formative years. Systems 
were not in place to ensure 
the necessary speed and 
accuracy of transactions, 
and legal wrinkles bad to be 
ironed out. Above all. the 
leading investment banks, 
which have largely driven 
the market ’5 development, 
had to persuade the lenders 
that their money was safe. 

“That has now broadly 
been achieved. People are 
very comfortable with it 
now. They wouldn’t want to 
go back to bilateral repo," 
Mr Heunessy said. With per- 
haps 75 cash providers and 
most investment banks in 
the market in London, tri- 
party repo has come of age. 
The value of daily transac- 
tions jumped from about 
$30bn last year to $50bn this 
year. Houses such as 
Nomura and Morgan Stanley 
are doing around $7bn in tri- 
party business dally. 

A sure sign of the market's 
relative maturity is that 
lending spreads have nar- 
rowed. Victoria Cole, a 
vice-president of Morgan 
Stanley In London, esti- 
mated that securities houses 
which offer good quality dol- 


lar and D-Mark collateral 
can finance themselves at no 
more than Libor, compared 
with 6 basis points over 
Libor a few years ago. 

Another indication oT the 
market's maturity, said Mr 
Keenan, is that it W possible 
□ow to fund transactions 
using hundreds of different 
bonds ns collateral. Borrow- 
ers have sought, with some 
success, to persuade lenders 
to accept lower-rated paper, 
and that bos allowed borrow- 
ers to use nearly oil or their 
inventory, “We’re all hunt- 
ing out borrowers who will 
accept lower quality paper." 
Mr Tomkinson said. 

The question now is how 
to keep up the momentum of 
growth, even if the market is 
unlikely to expand in the 
next few years at the same 
pace as recently. One way is 
to find new lenders. Invest- 
ment banks are pinning 
their hopes on corporations, 
particularly multinationals 
with big treasury operations. 
“We want to attract those 
corporate pools of liquidity," 
Mr Hennessy said. Cedel, 
one of the main agents, has 
launched a roadshow and 
held dinners to try to per- 
suade companies to partici- 
pate in the market. 

New currencies and coun- 
tries could also expand the 
market, which is mainly a 
dollar market at the 
moment. Some countries, 
such as Italy, which is one of 


Europe's biggest bond mar- 
kets. have legal restrictions 
which have hindered the use 
of lira -denominated bunds in 
tripurty transactions. Tax 
problems have held back the 
Swiss market. The French 
bond market remains over- 
whelmingly domestic. 

But many of these obsta- 
cles are being overcome, and 
then? is broad expectation in 
the market that economic 
and monetary union and the 
introduction of n single cur- 
rency will speed up the pro- 
cess. With luck, triparty 
repos may even develop 
from a largely transaction or 
commodity market where 
deals Inst a month or two 
into an investment market 
where investors will hold 
position for a year or more. 

Nevertheless, warns Ms 
Cole, it will not all be plain 
sailing. “I wouldn't want to 
reach the stage where we 
didn’t have enough stock to 
satisfy future demand,” she 
said. All parties agree that 
plenty of room remains to 
improve the speed and effi- 
ciency of transactions 
between the borrowers, lend- 
ers and the agents. It can 
take two day's to complete 
transactions in some curren- 
cies. The ideal is to conduct 
business in real time on the 
same day. Mr Keenan said: 
“Greater speed and effi- 
ciency is where a lot of the 
future growth will come 
from." 


JAPAN • by Gwen Robinson 


The next generation 


Taxes curb growth prospects in financial information 
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The current 
financial crisis 
has slowed the 
mini-surge in the 
nascent market 

Japan’s repo market owes 
much of its short but 
extremely active life to the 
collapse of Barings bank in 
1995 and the resulting push 
for financial reforms. 

The debacle at the UK 
bank exposed the dangers of 
the prevailing system of 
uncollateralised bond-bor- 
rowing and lending, and- has- 
tened the Japanese govern- 
ment’s plans to develop a 
domestic repo market 

Much of that market how- 
ever, moved offshore along 
with trade in Japanese gov- 
ernment bonds due to a tax 
on securities transactions - 
the transfer tax. To avoid 
this, participants in Japan’s 
repo market lend and bor- 
row JGBs at prices marked 
to the market every day. 

Lately, however, the mini- 
boom in Japan's nascent 
repo market has slowed 
amid growing concern about 
Japan's financial problems, 
including the collapse of 
Yamaichi Securities, the 
fourth-largest broker. 

Before April last year, a 
quasi-repo market existed 
through gensaki transac- 
tions. These took the form of 
securities sales contracts but 
essentially were credit trans- 
actions involving the sale of 
securities by one party to 
another for cash. The seller 
agreed to repurchase the 
securities from the buyer at 
a certain time for roughly 
the same amount as the orig- 
inal price plus interest. 

Under strict regulations 
governing short-term credit, 
the gensaki market was the 
only Japanese short-term 
credit market in which ordi- 
nary companies could partic- 
ipate directly. Bat its growth 
has been slow due to the 
securities transaction tax 
levied on domestic and for- 
eign sellers of bonds. 

In 1989, the advent of 10- 
year JGB futures co n tracts 
sparked new demand for bor- 
rowing bonds. Japan’s big 


life insurers and other insti- 
tutions fuelled the' market 
for- taishoku transactions, 
lending bonds in exchange 
for fees but no coDateraL 

When Barings collapsed, 
however, Japan's financial 
authorities were forced to 
focus on establishing an 
orderly repo market. It was 
also regarded as a way of 
increasing the liquidity and 
efficiency of the JGB mar- 
ket. notorious among the 
leading bond markets for its 
rigidity and inefficiencies. 

The repo market now com- 
bines elements of the old 
gensaki and taishoku mar- 
kets. Like gerusaJd transac- 
tions, the new market 
involves the exchange of 
money equivalent .to the 
value of bands. But as in the 
taishoku market, there is no 
sale of bonds and no require- 
ment to pay transfer tax. 

. Unlike the old taishoku 
t rans actions, the new mar- 
ket imposes.- no restrictions 
on the use of cash collateral. 

The changes in April 
fuelled a mini-surge in the 
repo market, attracting for- 
eign securities houses as 
well as domestic hanks and 
brokers. Trading reached 
about Y26400bn at the end 
of September, against an 
average monthly Y9,450bn 
the previous year, m a ki ng it 
the second-largest money 
market behind the call- 
money market “Basically 
the market moved out of the 
dark ages into modern 
times," said Mark Dearlove, 
head of repo at Barclay Capi- 
tal, Tokyo. 

But the recent financial 
crisis has hit the market 
hard. Dealers say Japanese 
regional banks, among the 
most active bond lenders in 
the repo market, have puCLed 
back from bond-lending 
operations and liquidity is 
drying up. 

Signs of increasing ner- 
vousness among Investors 
coincided with the Bank of 
Japan's move to officially 
launch operations in the 
repo market The bank had 
played an important but 
Indirect role through 
operations in the JGB .mar- 
ket Officially, it focused on 
the gensaki and dtecoumbWIl 


markets. Traders estimate 
its gensaki operations are 
about Y3,500bn a month. 

But by late November it 
was injecting massive 
amounts of funds into the 
repo market through bond- 
borrowing operations. Ear- 
lier this year, however, the 
central bank was eyeing the 
repo market as a potential 
tool for controlling money 
supply and steering 
short-term interest rates, a 
view tempered by financial 
crisis. 

. The transaction tax will 
continue to be a drag on 
growth in the domestic JGB 
market and veil prevent the 
domestic repo market from 
becoming a frill buy-sellback 
market. The strongest 
growth has been offshore, 
where leveraged hedge funds 
use the market to finance 
long JGB positions and 
cover short positions. 

Another area regarded as 
a glaring anomaly In Japan’s 
r^» market is the “no-fail” 
rule in JGB trading. There is 
no written law specifically 
forbidding fells, but “admin- 
istrative guidance” - the 
code term for finance minis- 
try direction - has ensured 
that failed trades are taboo, 
carrying penalties ranging 
from written apologies to 
authorities to suspension of 
trading licences. 

The no-feil tradition per- 
petuates tiia JGB market's 
rigid structure. Under a sys- 
tem which requires trades to 
be settled all at once at the 
end of the day, a failed trade 
would trigger knock-on 
effects throughout the settle- 
ment system. 

The system’s arcane 
nature is further compli- 
cated by the practice of “set- 
tlement kabuki" a device for 
non-Japanese residents to 
avoid withholding tax an 
JGB transactions. Japan Is 
the only leading market to 
apply such a tax to interna- 
tional investors. 

To bypass the tax, most 
non-resident buyers of JGBs 
do not become the registered 
owners of their bonds. They 
trade JGB name registration 
forms (NRFs), the modern 
equivalent of warehouse 
receipts. These are simple 


memos to the central bank 
from the registered holder of 
the JGB, requesting change 
of registration of ownership. 
They are usually delivered 
to local custodians and h eld 
without effecting the 
change. The bond remains 
legally registered to the 
issuer of the NRF. 

Reforms to the JGB settle- 
ment system have stream- 
lined the process from the 
o riginal arbitrary settlement 
date calendar to a T+7 basts 
in September 1996 and, since 
April this year, to a T+3 
rolling eettlement of three- 
day cycles. But they bad a 
downside in the light of 
kabuki, increasing the likeli- 
hood of fails in trades involv- 
ing non-Japanese residents 
in a system which makes no 
allowances for human error. 

“In any market with 
implicit no-fail regulations, 
it is essential for any repo 
trader to pay particular 
attention to supply and 
demand considerations,” j 
noted Daiwa Europe in a 1 
report “Where one counter- 
party has a large proportion 
of an issue, one is left open 
to the possibility of short 
squeeze.” 

Well before the recent 
upheavals, repo traders were 
warning of a repeat of last 
year's liquidity squeeze 
when hedge funds were 
believed to have driven up 
the price of the two cheapest 
deliverable bonds against 
the September 10-year bond 
futures contract 

The financial authorities 
have warned foreign brokers 
against manipulative trading 
and imposed a new position- 
reporting requirement on 
Tokyo Stock Exchange mem- 
bers to start this month. 
They will have to report 
whenever their own or their 
cu s tome r s’ net open interest 
in the nearest JGB futures 
contract or futures options 
reaches a certain limit. 

For the short and medium 
term, dealers and analysts 
are generally pessimistic, 
although many believe con- 
solidation is overdue. In the 
longer term prospects, they 
say, are good if the govern- 
ment continues with its Big 
Bang programme 
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FUND MANAGERS • by Jonathan Ford 
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Slow march holds 


up development 
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Cash-rich investors 


Corporate 
treasurers are 
beginning to use 
repos to manage 
surplus liquidity 


The launch of government 
bond repo markets in the UK 
and in Japan marked the lat- 
est step is the headlong 
worldwide development of 
repos as a money market 
tool over the past decade. 

Excluding the US. where it 
has a longer pedigree, the 
repo market is only about 10 
years old. But such has been 
its growth in that time that 
it now represents one of the 
world's largest financial 
markets. 

“Repos are the key market 
product of the 1990s in the 
way that certificates of 
deposit were in the 1980s," 
sal's Matthew Hale, head of 
treasury at Bankers Trust in 
London. 

International repos have 
their origin in the activities 
of US investment banks such 
as Morgan Stanley and Gold- 
man Sachs, which had long 
experience of using repos as 
a financing tool in the US 
and brought the product to 
Europe in the 1980s when 


they expanded there. 

Investment banks, with 
their huge holdings of secu- 
rities and lack of a deposit 
base, are ideal candidates for 
repos because of their need 
to finance their positions. 

“Due to their relatively 
slender capital bases, invest- 
ment banks required all 
their assets to fund them- 
selves,” says Mr Hale. 

The market was able to 
develop because large com- 
mercial b on ks - which had 
little need to finance posi- 
tions but did have surplus 
liquidity they wished to put 
to work in the money mar , 
ket - were attracted to the 
collateralised nature of the 
funding that repo borrowers 
were seeking. 

In recent years, tighter 
capital adequacy require- 
ments for unsecured lending 
and growing fears about 
credit quality have. If any- 
thing, heightened these 
attractions. 

Margot Lyons, a director 
of Nikko Europe, says that 
one of the biggest boosts for 
the market came when Bar- 
ings Bank collapsed two and 
a half years ago. 

“Barings scared a lot of 
people and made the market 
a great deal more credit-con- 



Matthew Hate; repos are the key market product of the 1990s 


scious," she says. 

From their initial base, 
international repos have 
since expanded, sucking in 
more users as the market 
grows ever deeper. This pro- 
cess has also made the mar- 
ket more sophisticated as it 
seeks to accommodate new 
entrants. 

For instance, within the 
UK's young gilt repo market, 
banks have already noted 
growing interest from corpo- 
rate treasurers, who are 
slowly beginning to use the 
product as a way of manag- 
ing their surplus liquidity. 

Erven more than banks, 
corporate treasurers ore 
attracted to repos because of 
their collateralised nature, 
which limits credit exposure 
to counterparties. Within the 
US, companies have histori- 
cally been one of the main- 
stays of the repo market 

However, this market has 
been slow to develop mainly 
because most companies, 
lacking the huge bond inven- 
tories of banks, have not the 
sophisticated settlement 
systems in place to manage 
such transactions. 

One way the repo industry 
has attempted to address 
this is through tht* creation 
of triparty repos. These 
allow counterparties to a 
transaction to appoint a 
third party clearing house or 
custodian to handle the 
administrative tasks 
involved in repo. 

T his includes handling all 
operational tasks, including 
marking to market, ensuring 
that collateral meets eligibil- 
ity criteria and safeguarding 
the securities in a segregated 
account 

Other recent developments 
have included the develop- 
ment of emerging market 
repos - designed to f ulfil the 
requirements of investment 
banks and hedge funds that 
have substantial positions in 
emerging market bonds. 

The market has also seen 
the emergence of equity 
repos, which have developed 
over the past 18 months and 
are seen by many traders as 
the brightest hope in the 



seize opportunities 


The main 
participants in 
emerging market 
repo are the 
domestic banks 
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industry. 

“There is tremendous 
potential for growth in 
equity repos,” says Mr Hale. 

Alongside the creation of 
new classes of repo, the mar- 
ket has also seen partici- 
pants become more sophisti- 
cated in their use of existing 
products, offering further 

opportunities for growth. 

For instance, commercial 
and inves tmen t bank* 1 have 
found other uses for repo 
than simply as a lending or 
frnant-ing tool. and increas- 
ingly use the product as a 
way of actively managing 
their portfolios. 

For example, repos can be 
used to arbitrage up and 
down the yield curve - a 
technique known as running 
“matched books". 

If a bank believes that 
interest rates are likely to 
rise, it can repo bonds for a 
long period, say a year, to 
raise cash, which is then on- 
lent over a shorter term. 

This locks in the bank’s 
funding rate, protecting it 
from the expected rate rise, 
while allowing it to take 
advantage of higher rates 
available in the short-term 
markets. 

But in spite of all these 
successes, there remain 
blank spots. One of the more 
notable of these, at least 
within the UK's gilt repo 
market, is the continuing 
reluctance of retail invest- 
ment institutions - pension 


funds, life assurance compa- 
nies and fund managers - to 
become involved. 

Some observers are per- 
plexed by this. Ms Lyons 
believes there are obvious 
reasons for fund managers 
to join the market. "Repos 
are an ideal re-investment 
tool for fund managers, 
allowing them to extract 
greater value from their 
portfolio by repoing out 
bonds and re-investing the 
proceeds in higher-yielding 
securities,” she says. 

But fund managers have 
yet to see the light, and their 
continuing non-participation 
is holding back the develop- 
ment of the gilt repo market 
because they are substantial 
holders of gilts. 

Mr Hale says the lack of 
enthusiasm shown by fund 
managers is at least partly 
due to cultural differences. 
Unlike banks, they are sim- 
ply not Ln the habit of 
actively managing their 
portfolios. Furthermore, 
they do not have the 
systems in place although 
this problem could poten- 
tially be circumvented by 
the use of triparty repo. 

However, he believes 
things could change if they 
had a strong economic 
incentive to get involved. 
One hope in the market is 
that with the coming of the 
single currency in 1999. 
international investors will 
take more interest in the 
gilts market because of the 
potential for economic con- 
vergence. 

“If there was a sufficient 
economic incentive for insti- 
tutions to get involved, I 
think they would do so," he 
says. 


Emerging markets repo is a 
curious . juxtaposition of 
terms, pitting the riskiest of 
opportunities in nascent 
markets against the use of 
what many believe to be the 
safest of financial tools, 
namely repo. However, 
recent problems in emerging 
markets have had a 
knock-on effect in repo and 
fingers have been burned, 
with one leading inter-dealer 
broker recently closing down 
its Mexico City desk due to 
the turmoil. 

Despite these problems, 
cash-rich investors are tak- 
ing advantage of the oppor- 
tunities in emerging mar- 
kets, as debt issuance from 
such countries increases. 
The main participants in 
emerging market repo are 
the domestic banks, but 
there has been a steady 
inflow of interest from inter- 
national hanks, hedge fund 
managers, asset managers, 
securities lenders, corpo- 
rates, and insu rance compa- 
nies. Activity in emerging 
market repos is now 
regarded as a natural func- 
tion of trading in the cash 
and debt markets. 

Mick Chadwick, managing 
director and head of the repo 
desk at UBS in London, com- 
ments: “The big guys are 
still there because a large 
part of the rationale is to 
support the other emerging 
market trading activities 
within the bank." 

As liquidity in emerging 
market debt increases so 
does the acceptance of the 
debt as collateral, but this in 
turn squeezes margin. A 
prime example of this is 
Brady bonds, where inves- 
tors are unlikely to see 
spreads more than one or 
two basis points ova- Libor. 
However, there are numer- 
ous emerging markets where 
this process has yet to occur, 
and investors have opportu- 
nities to make healthy prof- 
its. The danger is the risk 
element involved, and with 
problems recently in the 
Asian and other emerging 
markets there have been a 
few casualties. For those 
desiring to pursue these 


opportunities there are some 
important points to bear in 
mind. The main issues 
revolve around risk - instru- 
ment, counterparty, opera- 
tional and legal. 

Mr Chadwick explains: "In 
» the medium-term the Aslan 
crisis will be good for the 
market, just as the peso cri- 
sis was a few years back. 
When margins are wide they 
attract new entrants and 
drive margins down. Also 
the proper due diligence is 
not undertaken or they don't 
understand the nature of the 
collateral, and get burned as 
a result. After the margin 
contraction over the past 18 
months the turmoil could 
lead to another shake-put." 

The two primary concerns 
for traders are the counter- 
party with which they do 
bsuiness. and, the collateral 
they take. In accepting col- 
lateral, credit ratings are a 
useful guide to these mar- 
kets but often what lies 
beneath the surface is the 
proverbial paddling swan, 
with volatility in the under- 
lying instruments. Counter- 
party risk entails exposure 
to the credit risk of the 
counterparty to a trade, but 
a good counterparty can go 
some way to offset concerns 
in the other risk domains. 

Mr Chadwick argues: “The 
primary risk is counterparty, 
know your customer, then 
the collateral- When looking 
at the collateral a lot of 
people get bung up on credit 
ratings, but the key is liquid- 
ity. because if something 
goes wrong with your 
counterparty you need to 
know you can sell off the 
collateral. It's no use having 
triple-A rated collateral if 
you can't get rid of tt" 

Stuart Short, a. repo trader 
at ING Bank, agrees. “Partic- 
ular players were overanx- 
ious in doing business with 
unsuitable counterparties, 
and good credit decisions 
went out of the window. 
Also, haircuts - the discount 
on the value of assets, 
posted as collateral - were 
reduced to levels where if 
credit concerns became an 
issue they inevitably ran 
into problems. There is a lot 
of doom and gloom right 
now, but I think it's 
unfounded, this a very 
healthy business to be in if 
you’re doing it right 1 ’ 

Many of these markets nei- 
ther have the necessary 


operational infrastructure 
nor subcustody capabilities 
to allow for repo transac- 
tions, but it is a truism in 
repo that safety comes with 
sophistication. To meet this, 
hold-in-custody operations 
have become a common 
method of meeting the prob- 
lem, and many see triparty 
repo as a way forward. The 
presence of a large chunk of 
emerging market collateral 
in Cedel Bank and Eurodear 
gives repo traders some com- 
fort. and both clearers are 
doing well out of the flight 
to quality collateral result- 
ing from the turmoil 
Finally, some of the legal 
risk has been taken out of 
transaction by use of the 
ISMA/PSA agreement, which 
is now used in most mar- 
kets. While businesses have 
created their own annexes to 
the agreement covering 
emerging market activities, 
there' have been moves to 
standardise what businesses 
have produced. However, a 
large Issue at stake is that of 
the legal enforceability of 
trades, , and ISMA is seeking 
enforcement opinions in the 
various markets. Mr Short 
explains: “It is an Issue, 
though not as important as 
some seem to think. 

“Possession is nine tenths 
of the law, and if you hold 
the security at least you can 
liquidate it and get your 
cash back. If six months 
later a judgment comes out 
of the home country of the 
counterparty you can fight 
the legal battle then, but at 
least you have some guaran- 
tee since you've got the cash 
backb- 
one market response to 
recent volatility has been 
the use of specials, which 
are sought-after issues 
where the holders of securi- 
ties can earn incremental 
income by lending them out 
via repo and other trades. 
Ulf Bacher, head of the Lon- 
don repo desk at Goldman 
Sachs observes: "What we 
have noticed in receDt weeks 
Is that a lot of bonds are 
trading very, very special in 
emerging markets. This is 
due to counterparties having 
to hatch out their market 
risk by selling liquid bench- 
mark stocks, which they 
then have to borrow 
short-term. I expect this to 
continue as long as there is 
this kind of volatility in 
these markets." 


EQUITY REPOS • by Michael Prest 


Yields outweigh problems 


COLLATERAL 


Equity repo in 
London has a way 
to go before it 
can be called a 
mature market 


THINKING 




Imagine using all your collateral from one central pool for 
triparty securities lending, secured loans, derivatives support 
and, of course, ori party repos. 


Imagine this in a single, multi-market, m id instrument environment. 


Imagine all these transactions folly integrated with your core settlement activities. 


Imagine an automated system that selects and substitutes collateral as required, according 
to your predetermined criteria. 


Imagine the savings, the convenience, the sheer efficiency of such a system. 


As one of 2,400 Participants in the Euroclear System, you don’t need to imagine. 
It’s reality, here and now. 


AMagmQu*^B«M^6snrieB www.ounjdaareoni 


Euroclear 


■ TVAZfMCHOfd mAK LOUDER THAN WDU& 


Equity repos might seem a 
natural extension of bond 
repos. The equity market is 
huge, broker-dealers run 
massive inventories, and 
their ravenous demand for 
cash should be attractive to 
lenders. What would make 
more sense than to post 
equities as collateral for bor- 
rowing to feel the business? 
But, in fact, equity repos are 
fraught with difficulties and 
the London market is young. 

Cristina Cardellini, execu- 
tive director in the equities 
division of Goldman Sachs 
International, the US invest- 
ment bank, in London, said: 
“In general, customers have 
not yet developed the meth- 
odology to analyse equity 
securities taken as collateral 
in the same way as they 
have for fixed income securi- 
ties. Counterparties view 
equities as being riskier than 
bonds. In practice, these 
risks are quantifiable and 
manageable." 

Many traders feel, how- 
ever. that equities do present 
particular problems such as 
dividend payments, rights 
and bonus issues, mergers 
and takeovers. Roy Zimmer- 
hansl. director for equity 
finance in the international 
markets division of Nomura 
International, the Japanese 
Investment bank, in London, 
said that another hurdle is 
that even the minimum 
equity collateral package of 
$50m is likely to consist of 
five, m or even more differ- 
ent equities, whereas It is 
comparatively easy to find 
$50m of a single bond. 

The market has been fur- 
ther constrained by the lack 
of a standard equity repo 
agreement The Equity Bor- 
rowers Committee of the 
London Investment Banking 
Association has wrangled for 
several years over the word- 
ing of an agreement, rather 
to the frustration of some 
members. As a temporary 
solution, business is often 



Roy ZbrHJieftjanst daHy value of business outstanding now S25bn 


conducted under an equity 
annex to the standard fixed- 
income repo agreement 

But powerful voices, prin- 
cipally the leading invest- 
ment banks, have been 
urging equity repos on. As 
with bonds, equity repos 
help broker-dealers ' to 
extract additional yield from 
their inventories. The multi- 
plication of hedge funds, 
whose operations naturally 
feed off cash, has further 
increased demand. Big oper- 
ators such as Nomura are 
often proprietary dealers and 
prime brokers for hedge 
fends. 

Lenders have also been 
enticed into the market as 
margins have shrunk in 
other areas of their business. 
Victoria Cole, a vice-presi- 
dent at Morgan Stanley, the 
US investment hawk , in Lon- 
don. said: “Cash providers 
are coining to me and asking 
whether they can get a 
higher yield if they accept 
equities as security." Ms 
Cardellini said: “There are a 
few brave souls who have 
made quite a lot because it’s • 
at Llbor-plus. 

Although there had been a 
small professional market in 
equity repos Tor a while, 
most participants pinpoint 
the end of 1995 as the start of 
the London market By the 
middle of 1996 the daily 
value of business outstand- 
ing reached $ibn- Mr Zim- 
merhansj estimates that it 
has now reached $25bn. 

The numbers are impre- 


cise, however, because some 
confusion persists over what 
is classified as an equity 
repo. Some market sources 
claim that houses are really 
carrying out old-fashioned 
equity loans or swaps and 
then labelling them as repos. 
Moreover, Ms Cardellini 
points out that there are 
three different types of repo 
structures: hold-in-custody 
repo where the equity collat- 
eral Is delivered to and held 
in a segregated account at 
the broker-dealer’s custo- 
dian: bilateral or deliver-out 
repo where equity collateral 
is delivered to the repo 
counterparty; and triparty 
repo where the equity collat- 
eral is delivered to the collat- 
eral management agent. 

This last ought to be most 
attractive of aQ, given the 
lender's fear of risk. Mr Zim - 
merbansl said: “Why would 
anyone want to lend unse- 
cured when they can lend 
secured and get a higher 
return?" The Chase Manhat- 
tan Bank and Bank of New 
York are carving out posi- 
tions as agents. But some 
agents such as Euroclear 
and Cedel, which have been 
pivotal in the expansion of 
the triparty bond repo mar- 
ket, developed as bond clear- 
ing houses and hold rela- 
tively few equities on then- 
books. Many hanks - which 
are the obvious lenders - do 
not have systems for han- 
dling equities which are as 
sophisticated as those for 
h a n dli n g bonds. 


A priority for equity repo 
pioneers, therefore. Is to 
encourage more banks to 
enter the market. “Banks 
have got to become big play- 
ers," Mr Zimmerhansl said. 
For the moment, however, 
equity repo remains a 
largely relationship market, 
in which the standing of the 
broker-dealer and the confi- 
dence of the lender in the 
borrower remain crucial. 
“It's a relationship market, 
and is likely to be so for 
some time.” one source at a 
leading investment h ank 
said. 

. Nevertheless, the signs are 
that competition Is increas- 
ing. Growing liquidity has 
pushed down lending rates. 
These rates are not as fine as 
those commanded by good 
borrowers in the bond repo 
market, but they indicate 
mounting activity and are 
worthwhile for borrowers. 
Mr Zimmerhansl estimates 
that the typical haircut - the 
discount on the value of 
equities posted as collateral 

- is 5-10 per cent. 

In a handful of cases, big 
cash lenders are trying to 
circumvent some of the com- 
plications of equity repo by 
going direct to hedge funds 
and cutting out prime bro- 
kers. This, of course, is not 
what the broker-dealers had 
in mind when they pushed 
for an equity repo market. 
But it could well benefit cus- 
todians and other middle- 
men, to whom banks are 
likely to turn for security. 

Equity repo in London has 
a way to go before it can , 
fairly be called a mature 
market. All the main actors 

- the broker-dealers, the 
lenders and the custodians - 
are still experimenting. For 
many, the essential infra- 
structure of modern finance, 
such as systems and the law, 
are not quite clear enough 
yet for them to plunge in 
wholeheartedly. 

But few doubt that the 
market will grow, particu- 
larly if equities remain buoy- 
ant. “My goal would be for 
equity collateral to be 
treated just as fixed income 
collateral is," Ms Cardellini 
said. 
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RECRUITMENT 


itie 


T he hase salaries of 
UK directors rose 
by 6.3 per cent In 
1996, according to 
boardroom pay data pub- 
lished last week by Monks 
Partnership, the pay consul- 
tancy. Even when bonuses 
were taken into account, giv- 
ing an average rise in their 
total earnings of a.6 per cent, 
the figures were hardly suffi- 
cient to cause a stir. 

This is because the base 
increases were broadly in 
line with the previous year 
and several years before 
that 

Just as the pay of most 
employees tends to rise suffi- 
ciently to keep in touch with 
the increase in the cost of 
living, a pattern has been 
established that shows the 
pay of directors rising annu- 
ally at about doable the rate 
of most of those below man- 
agement level. 

Monks ventured that the 
higher Increases for direc- 
tors were reflecting a short- 
age of individuals with the 
necessary swn* to run the 
growing number of compa- 
nies with international activ- 
ities. 

Certainly, directors of 
companies with overseas 
subsidiaries get paid 
between 10 and 20 per cent 


Richard Donkin on the above-average pay rises enjoyed by British directors 


Some are more equal than others 


more than those with jobs of 
similar complexity without 
overseas involvement 

But tins does not explain 
the overall pattern of direc- 
tors and senior managers 
consistently obtaining rises 
that are on average twice as 
high as anyone else’s. These 
above-average increases 
were criticised by John 
Major when he was prime 
minister and they have been 
noted by Gordon Brown, the 
chancellor, who last week 
called for moderation in 
boardroom pay rises. 

It could be argued that the 
strategies of board directors 
are responsible for the high 
earnings growth enjoyed by 
most medium -to- large UK 
companies in the past two to 
three years and the directors 
should therefore reap the 
rewards of their success. 
This is reflected in the 
approval of shareholders. 
While there has been occa- 
sional shareholder dissent 
against the size of some 
executive pay increases. 


none has yet succeeded in 
overturning a rise. 

Many of the institutional 
shareholders for which com- 
panies toil are the pension 
flinds created for the benefit 
of that majority of employ- 
ees who get much smaller 
annual pay rises. 

Although these individual 
pensions contributors can- 
not 'influence the policies of 
public companies, they do 
possess a claim to ownership 
of sorts, however indirect it 
may be. 

Many of these employees 
are being asked by their 
managements to take on 
more responsibility for their 
jobs. It is called empower- 
ment This empowerment, in 
many cases, has dispensed 
with the need for certain lev- 
els of supervisor, returning 
big production savings. Yet 
it is often the managements, 
and not. those workers who 
are learning new skills and 
achieving productivity 
improvements through t ea m 
working, that obtain the 


lion’s share of the benefit in 
higher salaries. 

The increasing differen- 
tials have not led to indus- 
trial unrest or any great out- 
cry from the unions. Most 
people in work are glad to 
have a job and most are 
probably happy with what 
they earn. 

But those who have been 
enjoying above-average 
increases owe it to everyone 
in their business to justify 
their earnings. 

If they cannot do so before 
their employees, they should 
ensure they have equitable 
earning s systems that fairly 
reward the contributions of 
all those in the company and 
not just a favoured few. 


Headhunting to fill 
non-existent posts 


The FSS Group, a London- 
based search and selection 
group, has introduced a new 
recruitment system that it 
calls “gene pooling". The 


idea is to find and interview, 
in the normal way of head- 
hunters, a body of execu- 
tives who fit an ideal profile 
.identified by an employer. 
The main difference is that 
the job vacancies do not yet 
exist 

After their interviews, the 
executives will stay in their 
existing posts until they get 
the call from the employer 

when a suitable vacancy 
arises. These executive 
"sleepers" will theoretically 
be able to move quickly into 
place, dispensing with 
the need for a hurried 
search. 

FSS says the service will 
be provided only for certain 
big clients. 

It seems an interesting 
system, but it may be discon- 
certing for some manage- 
ments to know that their 
workplace might be sprin- 
kled with executives who. 
while paying lip service to 
their present employer, are 
harbouring a little secret, 
thinking fondly of that 


far-off desk in the competi- 
tor’s office. 

Gene pooling is one more 
sign of the breakdown of the 
psychological contract 
between the employer and 
the employed. 

It begs the question of 
whether the values of the 
individual who is being 
poached to order are those 
that the employer would 
want But if the system has 
equal appeal to the recruiter 
and the recruit, their values 
are probably in perfect align- 
ment. 

The system might work 
best if another headhunter 
working for a rival employer 
built up its own pool of exec- 
utives in the competitor. 
Then, at a preordained sig- 
nal, the sleepers in each of 
the companies could change 
places, the headhunters 
could take their fees, and the 
executives could find inter- 
esting challenges, armed, as 
they would be, with valuable 
information about the com- 
petition. 


Tesco uses internet 
to shop for recruits 


Tern’ Leahy, chief executive 
of Tesco. the UK supermar- 
ket chain, spent an hour last 
week answering questions 
from students at lfl British 
universities put to him over 
the internet. 

This was the first of what 
the company calls GradChat. 
designed to increase aware- 
ness of career opportunities 
at Tesco among potential 
recruits. 

Mr Leahy was one of a 
number of Tesco executives 
who set aside two hours in 
exchange written answers to 
the questions. 

The sessions may make 
only a small contribution 
towards the annual recruit- 
ment needs of the supermar- 
ket chain, which this year 
took on 200 graduates from 
5.000 initial applications, but 
it is one of the larcst exam- 
ples of the way companies 
are attempting to harness 


the internet to meet their 
recruitment needs, particu- 
larly among university grad- 
uates. 

Recruitment services gen- 
erally are proliferating on 
the internet and a number of 
directory organisations art- 
putting their information on 
to web sites. 

One of the most compre- 
hensive UK-based informa- 
tion web sites for graduates 
is Alilkraund Online 
lu-irrr. ntilkround.co.uk). 
which not only carries infor- 
mation on career opportuni- 
ties but is now. through its 
register of users, offering 
employers the opportunity to 
focus on specific graduate 
communities. 

A danger of using such 
sites could be the predomi- 
nance of male users of the 
internet. That said, the inter- 
net seems in have strong 
potential for recruitment. 
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BANKING FINANCE & GENERAL APPOINTMENTS 


Managing Director - Unit Trust Company 




BWD 

RENSBURG 


Superb opportunity for talented individual to lead and further develop a highly successful, 
award winning company. 


Unit Trust Managers Ltd 


Excellent Remuneration Package 


Yorkshire 


Vxtt>C'V A BJ'S RcKxrce* pic company 
50 9002 Regsmred 


NB Selection - Financial Services 


THE COMPANY 

♦ Rapidly growing investment management subsidiary of 
BWD Securities pic specialising in the management of 
unit trusts. 

♦ Funds under management have tripled over the last two 
years as the company continues to gain recognition in 
the market 

♦ Micropal award winning Investment performance. 
Winner of What PEP* magazine fund management 
award 1997. 


THE POSITION 

♦ Spearhead the expansion and development of BWD 
Rensburg Unit Trust Managers' business. Report to 
Group Chief Executive. 

♦ Lead, manage and motivate die team ranging from fund 
managers to sales staff. Ensure compliance with IMRO 
regulations. 

♦ Develop new Investment products and services 
particularly tor IFA market. Considerable marketing 
and sales involvement. 


QUALIFICATIONS 

♦ Innovative, progressive self starter with extensive 
knowledge of unit trust industry and thorough 
understanding of investment management process. 

♦ Experience of successfully generating funds under 
management and distribution of funds in retail market 
essential. 

♦ Professional, hands-on manager with energy and 
enthusiasm. Strong team player with excellent 
communication and presentation skills. 


Aberdeen* Birmingha m * Briaol ■ Cardiff ■ Qy Edhbur^i • Gbsjgow 
Leeds - London * Manchester • Rad leu - Slough * Madrid • Paris 


Please send full cv,. stating salary, ref SC7I IHI2* toNBS, One St Colme Street, Edinburgh, EH3 6AA 


Fax 0131 220 2440 Tel 0131 220 8210 
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Outstanding opportunity to join a young 
but rapidly growing business 


Credit Risk Specialists 


Price Waterhouse in London 


£Attractive 


Price Waterhouse is one of the leading international 
organisations of audit & business advisory, lax, legal, 
and management consultants with over 5B,000 people 
operating in 415 offices around the world. Our Financial 
Services practice provhtes a range of integrated advisory 
services to many of theworitft leading banks and 
financial institutions. 


interest in, and enthusiasm for, advanced tods and 
techniques of risk management You will have strong 
analytical and prated management skflls, and be attracted 
by the opportunity to work in diverse client operations 
across Europe. Additional European languages would be 
to your advantage although having the right experience 
and qualifications win be more important 


Our financial Risk Management Services team provides a 
comprehensive service covering marirrt risk, operational 
risk, credit and counterparty risk and regulatory risk. 
Increasing demands from dents have created a need for 
us to add 2 ambfttous managers to our credit team which, 
having beat established a year ago, has now reached a 
point where more skRied practitioners are needed 
berth to meet existing client needs and to develop new 
opportunities. 


Remuneration wiU be competitive and win include 
membership of our flexible benefits scheme vrftidi allows 
you to express a preference tor those benefits which suit 
you. This is a rapidly developing business and prospects 
for the future are therefore outstanding. 


You win have 5-7 years' credft-reiated experience m either 
ratal, wholesale or investment banking, and a keen 


Interested candidates should send a comprehensive CV 
to: Charles Macleod, Price Waterhouse, 

32 London Bridge Street, 

London SE1 8SY. 

Fax: 0171 939 3131. 

E-mail: Ch»i8s_Macleod®europ&nofes.pw.com 


Price Waterhouse # 


Head of Administration 


As Head of EUMETSATs Administration Department, you will be one of four members of the 
senior executive team which manages and coordinates EUMETSAT activities. Reporting to 
the Director, you wtu be responsible tor the management of all financial, legal, contractual, 
personnel and general services resources. An important aspect of this role is the provision 
of advice on cooperation agreements, relations with Member States and relations with natio- 
nal and intergovernmental organisations. 


Specific activities within your overall responsibility shall include procurement and contracts 
administration, legal and personnel matters, building and infrastructure services and, on the 
financial side, budget preparation and implementation, accounting, financial planning and 
reporting. In addition, you will have management responsjbfftty for ati aspects of the meetings 
of the EUMETSAT Council, EUMETSATs governing body, whir* are normally held twice 
annually. 


To be successful, you wiB need to have a university degree plus further quafifications, or relevant 
experience, to law or finance- You Should have at least ten years experience, in pubic admMaMtion 
and In an international environment This experience should include demonstrable experience In 
both advisory and executive roles involving long-term programmes of a complex technical or 
financial nature. Fluency In either English or French, with practical ability in the other language, 
Is necessary. A knowledge ot German would be an asset 


Based in Darmsterft, the post is offered on an Initial tour year contract and. In return, EUMETSAT 
provides a very competitive salary and benefits package. 


To apply, please send your CV with covering letter, quoting reference VN97A13, to 
EUMETSAT, J K Myatt, Head of Personnel, PostJacti 10 05 55, 64205 Darmstadt, Germany. 
Applications must be In English or French. 

Candidates must be a national of one of the EUMETSAT Member States. 


Closing date 19 December 1997. 


Price WttBrftotiM Is authorised bytiw Institute erf Chartered Accountants m England and Wales to carry on investment business. 


Mamtxsr states: Austria. Belgium. 
Denmark, Finland, Ranee, Germany, 
Greece. Manet Hsfy. Nethariands. 
Norway. Portugal, Spato, Sweden, 
SwOuetant Turkey. United Kingdom 


(^EUMETSAT 


Or gan tacbort EuropAnnn* Am SotaCHpm U At Aorptoghpw 


► Leasiiig/Structured Finance Analyst i 


Excellent Remuneration & Benefits Package 


International Investment Fund Sales 

Continental Europe 


We represent a leading management consultancy firm who specialise in providing a wide range of 
advisory services to high calibre institutional clients. Their leasing and structured finance division 
is one of the principal advisors to the industry and is involved in all aspects of asset finance. 
They require an individual to assume responsibility for 


- Lease evaluation, structuring arid lease versus buy analyses. 

1 Accounting advice and valuation advice for the acquisition and disposal of leasing companies. 


London Based 

Our client is regarded as one of the most 
prestigious US Investment Management 
Groups. Expansion of their investment funds 


Fluent Spanish speaker 
graduate, it is essential that you have gained at 
least 5 years experience in the investment 
management industry with a minimum of 4 


business is actively taking plncc and as pm of ^ succcsrfuI ^ ^ Mpe rimce. You are 
their next stage of progression, an experienced , _ 


• Assistance with business plans and strategic forecastmg.- 
Quantifying tax variations arising from the recent Finance Acts. 


investment funds sales specialist is now sought 
to market mutual funds in Continental Europe. 


The successful candidate should be educated to degree level, ideally with an accountancy background 
and be able to demonstrate extensive computer modelling skills. This technical knowledge will have 
been gained whilst working within; a leasing, structured or project finance environment 
The appointee should be numerate, creative and be an excellent communicator, as the position 
involves close liaison with clients and other internal divisions. 


The role represents an excellent opportunity to join an established and highly respected team. 


For a confidential discussion please contact Keith Snout Telephone : 0171 2362400. Fax: 0171 236 0316, 
e-mmh srwta@sheffiddTiawcetk.co.uk or apply in writing to Sheffiel&Haworth Untried. 

Prince Rupert House, 64 Queen Street, London EG4R 1AD. 


The London office was established two and a 
half years ago and markets two ranges of top 
performing mutual funds into Europe. This new, 
exciting and demanding opportunity involves 
the provision of a lop quality service to new and 
existing clients in particular making 
presentations to groups of advisers as well as 
new business development Extensive travel 
within Europe is required. 

Aged in your late 20’s to mid 30 T s and a 


highly motivated, fluent in one or more 
continental languages, which must include 
Spanish and English. 

In addition to the competitive basic salary there 
is an excellent bonus scheme and fringe benefits 
package. 

To apply please write enclosing your CV 
(including details of your current salary 
package}, quoting reference 1335 to Fiona Law 
at FLA Ltd, 2 1 1 Piccadilly, London. W 1 V 9LD. 
Tel: 0171 738 9732 Fax: 0171 917 2932 
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financial 


FRIDAY DECEMBER 5 1997 


CREDIT FIRST 
SUISSE BOSTON 

Moscow 


Corporate Coverage Officers 


Credit Suisse First Boston (CSFB) is a leading global corporate and investment bank, providing 
comprehensive financial advisory, capital raising, sales and trading and financial products for dienes around 
the world. It operates in over 50 offices across more than 30 countries and six continents, and has over 
10,000 employees. 

When CSFB concentrates its resources in an emerging market of great potential, the results can be impressive. 
Six years ago, the leadership of CSFB concluded that Russia was simply too large and promising to ignore. 
Russia is demonstrably rich in resources, with a highly educat ed population and an economy ranked eighth in 
the world. 

In 1991, the firm began deploying significant resources in Russia. Today more than 300 people are located in 
Moscow, offering a full range of corporate and investment banking services. Their fully licensed Russian 
subsidiary, Bank Credit Suisse Fust Boston A/O, is oow one of the largest Russian banks. It is a channel for 
capital flows not only within the country, but between Russia and the outside world, distributing local debt 
worldwide in local currencies and funnelling foreign investm ent c apital into Russia. Their equity brokerage and 
custody operations are the largest in the country. In 1997, CSFB has executed over $10 billion worth of 
corporate finance transactions including arranging the largest Russian joint venture to date with the $5 billion 
LUKoil/ ARCO agreement. 

In recognition of the firm's position, Euromoney/Cencral European magazine again voted CSFB as “The 
Best International Bank in Russia**. 


Substantial Package + Expatriate Benefits 

They now require three Corporate Coverage Officers in the Moscow office to establish, maintain and develop 
relationships with specific corporate clients. 

The role will require you to: 

• Initiate and manage new business with major corporate clients in Russia. . 

■ Develop opportunities with the banks existing clients. 

■ Work closely wiih specialist finance teams cross-selling the bank’s product range. 

■ Facilitate growth, developing focused new business areas. 

■ Obtain mandates for corporate clients for specialist requirements/products. 

• In conjunction with product specialists, elsewhere in the Moscow operation, develop new products required by clients- 

• Contribute to the overall revenue objectives of CSFB in Russia. 

To be successful in this role, you will be either a Russian national or a Russia n speaker who is also fluent in 
English. Educated to degree level, you should have experience in a reputable Russian bank or a bank outside 
Russia dealing with Russian Enterprises as an account or marketing officer. A genuine team player with excellent 
PC skills, yon will possess an outgoing and pleasant personality with a optimistic and positive approach. 

To be considered for one of these outstanding career opportunities, please send your CV' detailing current 
salary/package and quoting reference 384160 to Jonathan Stokes at Michael Page Eastern Europe, Savannah 
House, 11 Charles II Street, London SWlY 4QZ. tel +44 (0)171 269 2593 or fax it to him on +44 (0)171 
976 2612. Alternatively, contact Tim Smith at Michael Page City, Page House, 39-41 Parker Street, 
London WC2B 5LN. tel +44 (0)171 269 2313 or fax +44 (0)171 405 964 9. 


Michael Page Eastern Europe 

jffl n—tiiiMi RfcndtnMnt {TrowltWH* 


International Corporate Communications 


Opportunities for high calibre professionals 


UK & Continental Europe 


• Attractive opportunities to join a major multinational 
corporation in the speciality chemicals industry, at either 
the Head Office or regional level, to play a major role in 
strategic corporate communications. 

• Reporting directly to senior management, principal 
responsibilities will include local and international 
media relations, employee communications, some 
marketing communications and the nurturing of the lev- 
el emenrs of the corporate identity. 

• Effective communications support is vital and the right 
individuals will act as internal consultants, developing 
and implementing creative strategies and ensuring 
consistency with the overall corporate communications 
strategy. 


Excellent Package 


• Candidates will be graduate calibre and have a 
demonstrable track-record in corporate and/or 
marketing communications. They will have spent at 
least five years in-house and/or in an agency and have 
the diplomatic and persuasive skills to operate 
effectively in a multi-cultural organisation. 

• Candidates must be enthusiastic team players, 
comfortable working at all levels within a business and 
have first-class communication skills both written and 
verbal. Fluency in both English and German is essential, 
as is a high degree in IT literacy. 

• Our client offers genuine career path opportunities in 
a truly intemauonal culture. Self-motivation and a 
keenness to achieve results will ensure success. 


Please write in confidence to Victoria Riley, giving details of your career and current earning.*, quoting reference 2658 /FT. 


O & CO SaECTlON LID, 7 CURZON STREET. LONDON W1 V 7FL. Fax: 0171 499 6725. 


e-mail: o&cwp odfien.com 


O s F i f c r r u s 

<lCO 


onc.t-KS cFot.:pco\ip\\) 


internet: tmpjVups.com/ojndco 



^ Fund Manager 


General Accident 
City 

General Accident Investment Management 
Services Limited is responsible for the Life and 
Pension investment for General Accident, with 
over £15 billion under management. Due to 
continued expansion and an increase in funds 
nniW managment, an opportunity has arisen for 
an experienced Fond Manager to join our Fixed 
Interest team. 

Working directly with the head of die team, yon 
will be responsible for: 

• Management of domestic Sterling and European 
bond funds. 

• Contribution to business development and 
growth of funds under management. 

The successful candidate will: 

• Have an in-depth understanding of bond 
markets with 3-5 years experience of 
manag ing funds. 


Fixed Interest 

£ Excellent Package 

• Be of graduate calibre, preferably with a degree 

in and TTMR qualified. 

• Have experience of both quantitative and 
fundamental investment methodologies. 

• Be a strong team player with excellent 
interpersonal and communication skills. 

This is an outstanding career opportunity 
for an enthusiastic individual who can excel 
working in a professional, collegiate team 
environment. 

If you believe you possess the qualities sought, 
please contact Sarah Hesse-Hunter on 0171 269 
2314 or alternatively write to her, enclosing 
a full curriculum vitae, at Michael Page City, 

Page House, 39-41 Parker Street, London 
WC2B 5LN. Fax 0171 405 9649. 

Please quote reference 386214- 


Michael Page City 



latenuufopal Rccniirmmt CotaidunM 
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Greenfield Role in Front Office Strategy & Support 

VICE PRESIDENT 

BUSINESS MANAGEMENT GROUP 


Six figure package 


CITY 


rae product portfolio incorporating equity, conunod 
will increase, a challenging opportunity now exists 
nor management and play a pivotal rote in defining 


complexities of the business will increase, a challenging 

professional to work with senior management and play 

strategy for this expanding group. 

The Position 

■ Act as an agent of change, and be the focal point for 
the setting and implementation of a new commercial 
strategy to encompass the new product areas. 

■ Lead the development of a new 'infrastructure 1 , re- 
engineering business support and technology to 
leverage the growing needs of the group. 

■ Act os a business consultant and conduit between 
existing front office and overseas processing support 
group to implement new best practices. 

■ Initiate and undertake specialist reviews of new 
products, accounting controls. Legal U compliance 
issues and operational procedures. 

■ On a broader scale, be a visible, proactive and 
commercial member of the senior management team. 


I* lease send your CV with current salary details tot 
David Button, K/F Selection, 252 Regent Street, 
London W1R6HL, quoting ref: 6070D/04. 


for a strategically minded business 
and implementing a new operating 


The Requirements 

■ Likely to 'be a graduate Chartered Accountant, with 
substantial Investment banking experience gained 
ideally within front office support; product control 
or operations. 

■ Preferably some exposure to innovative derivative 
products and an understanding of the related 
regulatory and control issues. 

■ Commercial acumen harnessed to a strategic mind- 
set, focused on service delivery. 

■ IT literacy with proven ability to analyse & evaluate 
finaztdal reports and models, and assess business tides. 

■ First-class presentation skills, high levels of tact and 
diplomacy with the ability to work in partrashlp 
with front office. 


Alternatively send by fax on 0171-312 33S0 
V 0 r by e-mail to kfs-k) rxlon8tomferry.com 

Internet Home Page http-yfwwwJcbdectiruLcom 



K/F SELECTION 


A DIVISION OF KORN/FERRY INTERNATIONAL 



Competitive salary 

& benefits 

Based in London 


Te mriy, plMH snd year CV, 
qeehg ref M73, te 
SMhrd leag A PerteenlfA, 
3041imiffsH Street. 
Lm4m¥1P6HL 

Ah emotively, you mey apply 
via http-yMww40b-surf.com 


m BE FINANCE 
PROFESSIONALS 

, 1 - . v Gtibank is the world's leading global bank with offices 

° y in 99 countries. Our Global Trade Finance group offers a 
wide range of solutions from traditional documentary 

BlltS services to structured trade financings. 

Increased focus on this global product range has resulted 
in the creation of a new and expanding team. We're 
don looking for a number of individuals to work in Trade 
Finance and Trade Services roles. 

You’ll develop and implement Innovative solutions to 
address customers' global trade needs. Operating closely as 

a team, you'll provide pre-sales support for the origination 
team, assuming primary responsibility for individual 
transactions and solutions at an early structuring stage. You'll 
manage the individual transaction process, develop and 
employ structuring techniques and tools, and contribute to 
the generation of new trade business. 

We're looking for self-motivated, creative and ambitious people 
with between three and five years' relevant experience. This 
rfiould indude trade service processing, corporate trade finance 
and customer ran tad. Desirable skills hclude technical finandal 
and analytical trade skills, multHinguistic ability, e-commerce and 
other technological competencies. You must abo be an excellent 
communicator, have the abJHty to lead and influence others and 
be able to work effectively in a multi-cultural environment 

An attractive salary, commensurate with experience and stalls, plus 
an excellent benefits package, reflect the importance of these rotes 
to Citibank. 


CITIBANKS 


Appointments 

Advertising 


appears in the UK 
edition every 
Monday, 
Wednesday & 
Thursday and in 
the Internationa) 
edition 
every Friday. 

For further 
information please 
contact: 

Mark Cunnington 

+44 0171 873 3779 


Financial Times 


EMERGING MARKETS KJ SEARCH & SELECTION 


Onr cSeot, a spedaSst investment bank with a pnsertinart 
pastion b South Africa! Capital Market product^ seeks to 

fwUndt i» i B m lhn tliiii In riip IHC Mill B n n y ii 

marioets. Tbs bode reds to recruit a high caflbre 


South African Equity Sales Specialist 


Tie sxressH appSou wffl job m enstng nl firmed cqatf and 
derivatives Bating tarn bared a London, rating wgedcnridi 
iMr aOr i l i rtru i i i mti jwnArt enp pnrf fVpaf i nw m in W a nnw K i g 

• kpomlHdtwetrirfxkaatiteya ssito eqttietetite 

• TemwteloiiafcfaiigaHlriiiramipBKtt aniti i Ml wiaiterf 
mctiwticB ad drive b fWwdndop Ac product oq e iso lb: notes; 

• Tgj^Bro w i wr tt' dfera wlr'wtcfiaRs and pmpxo bath 
Eqgfish md Afnbm, ball onfly md b wring 

• Ade^a^MBAxoCKrpM^ ix lca c q B^ftata g. 


In fust iii-tJiii-t. plee.'C >c;k! your C\ to Willem 
Dudol; dc Wit. (.'onMih;,nt :it Emerging Markets 
Scutch it Select ion l.td. 
id Mi'ivui.-; Avenue. London L.C2V MIT. 

Td: f44 ]•■] Mill 4”44. i-'.o;: v .44 l"t AOQ 4 _ l" 
e-mail: willLmTems.vCo.'uL 


ITALIAN EQUITIES 

gPH MTfATJGS T SATJCftMA V 

Italian banking group Is looking for an I talian 
equities specialist aa k aman. The candidate will 
be based in London and wfll eefl a good quality 
research product to an Internationa] institutional 
client base. Interesting remuneration package 
win be available according to candidates profile. 

Please send detailed CV to; 

Andrew Stoale & Co 
48 Albemarle Street 
London W1X flFE 

reft SAT/at 


Chairman & Chief Executive Officer 
THE KOSDAQ SECURITIES COMPANY, LTD. 

Seoul 9 Korea 


The Company:The KOSDAQ (Korea 
Securities Dealers Association Automated 
Quotation} Securities Company, founded July 
1, 1996, manages tradings of stocks and 
bonds on the KOSDAQ market. This 
organized OTC market Is home to promising 
small and medium-sizeef enterprises and 
venture businesses, expected to lead Korea's 
future economic growth. 

The Role: The Chairman & CEO of the 
KOSDAQ Securities Company will oversee 
the maintenance of a fair and orderly 
operation of the KOSDAQ market, while 
promoting the balanced development of the 
Korean securities Industry. The position, 
above all, holds a core duty of assisting 
emerging Industries and venture businesses 
in raising capital. 

The Successful Candidate: The candidate 
should possess good communication skids, 
proven leadership, professional knowledge 


and appropriate experiences in securities 
business for effectively leading the company 
within a varied and challenging environment 
Fluency in Korean and prior emerging market 
experience will be advantageous. 

Remuneration package reflecting the 
challenge In the role will be negotiated with 
the successful candidate. 

Those interested in applying for this position 
should send a letter of interest, curriculum 
vitae and managerial vision for the company 
by December 13 to: 

Search Committee 

The KOSDAQ Securities Company, Ltd. 

34 Yoido-Dong, Youngdungpo-Gu 
Seoul 150-010 Korea 

Tel: 82-2-767 2818 
Fax:8241-7863799 


The KOSDAQ Securities Co., Ltd. 

The Market for the 21st Century 


Mwwiraii 


MANAGER 

EXTERNAL FUNDS 


Salary Negotiable Geneva Based 

A highly regarded private investment company operating from Switzerland seeks to identify 
a high calibre individual to join res active proprietary investment ream. This is a senior position, 
reporting di reedy do die General Manager. 

As a key member of their profitable unit, you will be responsible for monitoring and valuing 
all externally managed international investment funds, making strategic recommendations 
regarding their composition including manager, market, type, sector, currency and return. In 
addition to complete familiarity with die latest global portfolio management techniques, the 
appointee will, in due course, be expected co launch and manage the company's own 
fund-of-funds directed at the US institutional market 

The attractive ranuneration package wifi indude a c om peti tive salary, bonus and other benefits 
and will appeal to an Individual who Is an effective communicator, able to take decisions and 
manage money. 

If you are interested in this challenging opportunity, please send your curriculum vitae in 
complete confidence to Walter Brown or Philip Wright, or call for an initial discussion. 


Devonshire executive 



Devonshire Executive, 7 BIrchin Lane. London EC3V 9BY. 

Tel: 0171 626 2150. Fax: 0171 62fi 2092. e-malt e«@de«twhire J asaA. 
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I #f Executive Office 
JRITIES COMPANY, LI 
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atraxis ag, an indepiendent. subsidiary of the SAirGroup, is a leading international 
provider of comprehensive IT solutions for the airline, airport, cargo/logistics and 
travel industry. We not only develop our sophisticated systems for our own 
SAirGroup and Swissair, we can count many well-known airlines, airports, air cargo 
and other travel and transportation industry companies to our customer base. 

We are now recruiting the 

Head of Product Management 

for our Business Unit «Cargo/Logi 5 tics». 

Do the following major challenges appeal to you? 

• creating and optimising our product portfolio, including product planning, 
development of business plans, pricing, life cycle and profitability 

• planning and monitoring of developments 

• market and competitor research 

• establishing marketing and sales plans, together with the Head of Sales 

• addressing possible partnerships, distribution channels and acquisitions to the 
Head of the Business Unit 

If you meet the following requirements you may be our ideal candidate: 

• strong marketing capability and customer orientation 

• strong business know-how in Cargo. Forwarding & Supply Management 

• excellent communication and presentation skills 

■ international background 

• leadership experience; team player; committed personality; performance driven 

■ track record as a Product Manager 

Would you like to get more detailed Information regarding this interesting 
challenge? Please do not hesitate to contact Mr. Paco Hauser, Vice President 
Business Unit «Cargo/Lpgistics», Tel. +41-1 -S12 45 30. 

Please send your.- application to: atraxis ag, Human Resources, P.O. Box, 
CH-805S Zurich Airport, Switzerland 

Tel. +41-1-81243 64/ http://wwwjatraxis.corn. 


Excffing opportunities for two engneering research analysis to ba based in 
Lankm and Frankfurt. 


European Engineering Analysts 

Gompe&ve Salary + Banking Benefits, LcnctonffranUurt 


Dresdner Kteinwort Benson, one management groups. A key reewremen! 
of the world's leading, tuBy integrated s the ability to work well with others and 

4 investment banks which has an excellent be a miffing team player. Fluent German 

reputation for its equity research product or any Scandinavian language skits 
a currently tottang to recruit individuals would be a tifiinct advantage. 


to work alongside the European This is a tremendous oppcrtur.iry 

Engineering Analysts in London and for energeac and proactive individuals. 
Frankfurt. The salary and benefits package 

Applicants should be educated will be competove and consistent win 
to degree level {equivalent) or beyond, securities industry practice. To apply n 


have knowledge ol the securities and 
engineering industries and have strong 
analytical skills. 


complete confidence please write mh 
your CV to Michelle Rajkumar, KDL 
Selection. Hasten House, 20-23 Holton. 


FORUS-Ks* 


MEMBER OF 7W£ TORUS GROUP 


The FOPuSSrcijo ct Companies s the loading non- ban if imanciai services 
group in dealing with iTuisic FOEUSS«v(c« 5Aot Laiianne. Swibertcrvd. e, 
fer a 

PROJECT FINANCE SPECIAUST 

Respcrc-DiMies c* :hr> posnion include picket development. fmancicl 
nc3e jng estranging and stnjdLmq of cample* finonengs. os well ® r*gh- 
leve; nega'iatcns with f.ncncial mstrtvrticre, and government agonews 

The njcceKfui canodorei «wH hove 

► 5-5 \ea.u "I te-ie-vorst wio.-* enpenence in the areos of merchanl 
banki-;-- corporate finance, project tinanoe oi structured 
^■vonce. TCijdingfincnppl and Credit anctysfc 

► a u+iveTriv degree end-o: graduate interning 

>■ excellent c ;.mmonicatir»n skills in English ana possJfiy c-'tier 

languages 

>■ cE'i'.r,- ic v.-d4 corn maepE ndcnrtly end vwrihn a smju learn 

► -. ery gr ; d irtetpe:' i-na one commune otvon sWfc 
>■ rcroputer “e:ac , ana stMoodshec-i y-ae 

The companv o'*eru a competitive romunoromn pad ago. interesting 
ccree- petpoe'i era a p-e-Mot worung i-r.vocrrrtcm 

tr.*e:eu‘ea a^Odsios iSvwcv naiic-'xic, z* peirml C 1 

i*wx.a :enc ‘rie^ CV plus suppcrtirg documentation to 

The General Manager 
FORUS Services S.A. 

P.O. Box 545 

1000 Lausanne 30 - SWITZERLAND 


Global Securities Trader 


an SAirServices Company. atraxis ag 




Moody’s Investors Service 




The successful applicants win London EClN 2JD quotmg reference 
demonstrate well developed com- GP/53. Tel: 0171 -404 7440 Fax: OtTiJW 

municatm skills and be able to interact 7665 E-maiMiahdl.ccujk 
effectively w#h the most senior levels of 
management both internally and within 

some erf the world's largest investment Q Dresc^ief KlOTWOft BenSOfl 


A TELEVISION COMPANY REQUIRES A PRODUCER TO 
WORKONANimWMTKK\LnNA5KlU.S^ 

You mist have edeonve npoknre of bumtes news iounuhsni 
and ot producing ’live’ Ickiifsln U senior level bwh in Europe 
and iIk USA. Ideally you will haw a mmurs difiw in 
International economics, fluency in a European Ungtup- and a 
working know ledge oi Newswbre 2000 compn ler syih-m. 

ShUt work b eecatnl, which Includes working nights 
newMnd a CV ibidudinii; salary dvuikl with a covnoif- Imer nr 
Jcanifer GnlBSu, Hmo Renounces Manager, . 

2nd Floor, IB Fled Place, London. EC1M7RB 
Ckttag dan? a WediMsday ItXh E^reaibcr 1"W 


THE 

BANKOF 

NEW 

YORK 


The Bank pf Xew K»rl «.\ uni- oj the leudini; 
provider* of Securities Processing Set vices 
worldwide. With custodial assets in excess oj S.» 
trill ion. the Bank is committed to nuiniiaining ti* 
competitive edge by delis tiring scnice solutions 
tailored to the individual needs of our clients 


Baaed on continued growth in the depih and diversity of our activity. .in 
exciting career opponunity non exists to set up and establish a L* union 
based Brokerage Product team. Responsibilities will include international 
trade execution for UK and European bused investment managers and 
financial institution custody clients of BNY. 

The ideal candidate, a team player with strong written and verbal 
communication skills, will have at least two years of international equity- 
trading experience, customer service skills and SFA representative 
licence. European language skills, an advanced degree, fixed income 
and/or foreign exchange experience will be an advantage. 


A competitive salary and Deneins package wil De ntieroci oasod on experience 
Postal applications ONLY please, including luucv and current salary to. 
Mark Boorman, Personnel Department 
The Bank o< New York. 4B Berkeley Street, London W1 X 6AA. 


Moody’s Investors Service, the global credit rating agency, has built a world-wide reputation 
for its credit analysis. Moody's provides investors with rating opinions on the creditworthiness 
of banks, governments, corporations and other entities. [This in turn assists these borrowers in 
accessing a range of capital and money markets.] 

The successful candidate will work with senior Moody’s analysts, investment banks, debt 
issuers and investors in order to analyse complex financial instruments. 

Moody's is seeking a numerate postgraduate or graduate with an interest in financial markets. 
PC^kills, [including a- knowledge of spreadsheets}, European language skills, and work 
experience with a financial institution or similar organisation would all be advantageous. 

Applications should be made in writing to Human Resources, Moody’s Investors Sendee Ltd, 
2 Minster Court, Mincing Lane, London EC3R 7XB. 


Appointments 
Advertising M 


Hoad of Investments 


European Venture Capital Fund 




appears in the UK 
edition every 

Wednesday & Thursday 
and In the International 
edition every Friday. 

For further 
information please 
call: 

Karl Loynton on 
+44 0171873 3694 


Financial Times 


An opport u niy to Join a unique venture capital organisation. Catalyst Fund Mana g ement & Research, a 
company wih substantial backing, la looking for an experienced venture capitalist to manage a £50 to £100 
mHon Pan-European fund vritti a (Satinet approach. 

The person will be responsible for evaluating, structuring, negotiating and investing In high-growth companies. 
Involvement in the strategic development of Catalyst, through membership of the Management Company 
Board, is a key aspect of the rde. 

The rote la kteal tor an experienced mvestorvriio Is ready for the challenge of managing a fund. Successful 
applicants wil possess toe (Mowing qual ifi c a tion s : 

• Minimum of 4-5 years experience in venture capital investing. 

■ A passion for exceSence. 

• Abffity to maka earty-ctagc investments • plus. 

CompamaSon wrii be attractive and conunanRosla wAh wpofiaiica. 

Pteeso Bend CV (o Financial Than BaxSABOIK, Numbw On* Soutbwvk Brtdgv. London. England SE1 SHL 


UBS 

(MonbnkafMBMfand ■ 


Research Analysts 
- Oil & Gas 


Union Bank of Switzerland is one the market leaders in equity research, sales and 
trading of European oil & gas companies. 

We now seek to strengthen our position further by the appointment of two more 
dedicated analysts. 

The successful candidate will be a graduate, ideally with a. further finance/MBA 
qualification, with a minimum of two years experience, either in the oil or financial 
services industries. Candidates with particular strengths in either finance, IT or 
industry technical skills are also welcome- Personal qualifies sought will include 
enthusiosm'and self motivation, flexibility and independence coupled with the ability 
to fit into a dose knit, team environment. 

The salary and benefits package for this position has been designed to attract 
candidates of the highest calibre and is unlikely to disappoint. 

Please send a full CV, with details of current remuneration, to: 

Tracey Chandler, UBS, 100 Liverpool Street, London EC2M 2RH. 


LesEchos 


TTwFTcanbripyou j 
reach additional business 
readers in France. Our 
link with the French 
business newspaper. Les 
Echos, gives you a 
unique rvcnntmem 
advertising opportunity 
to capitalise on the FT* 
European readership and 
to farther target the 
French business world. 
For information on rales 
and further details please 
telephone: 

Karl Loynton on 
+44 171 873 3694 


Account Director 


SEGREGATED PENSION FUNDS 


Excellent Package 


London 


Our dart has £1 7 bflflon undo- management, of which Segregated 
Pension Funds make a significant contribution. The organisation 
prides ftsdf on a history of sustained growth and on provkfing its 
staff with a challenging and thoroughly enjoyable working 
environment 

This new rate reports Into the Director of Pension Funds and res a 
wide remit inefotfing sensitively and sWRfoflymaf^^ 
key pension fond client relationships. Working alongside the 
Investment team and conirdinating aflivitifls with the client support 
operations, the successfol candidate wffl lead efient presentations/ 
reviews and wtiJ contrftute to new business activities. 


This is an outstanding opportunity to join a forward thinking 
organisatkHi in a visible aid influential rota. Candidates wSt 

• Ideally have Investment Markets or Pension Fund experience. 

• D emon st ra te outstanefing commirtcaflon sKBs coupled with 
Integrity and sincerity. 

• Be able to work independently yat understand the rmportancerf 
being a team player. 

m Enjoy working cfosety with clients end have experience of 
making effent presentations. 
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ACCOUNTANCY APPOINTMENTS 


World Renowned Consumer/ 
Luxury Goods Manufacturer 


Our dient is a leading worldwide force within its particular sector of the consumer goods industry. It has excellent penetration wifli 
a number of the. leading luxury brands and a strong position in the competitive commodity sector of te maricet. It has a 
fust-class reputation for product quality but is equally recognised for its eommerdal acumen and mnovahoa The personality and 

REGIONAL VICE PRESIDENT (FINANCE) - ASIA PACIFIC 

C. $200,000 


The Position 

m .Report to the CFO, oversee all financial operations 

throughout the region including the reporting and analysis 
of trading performance throughout the region. 

■ Asenior member of the organisation involved In contributing 
to foe strategic growth of the company locally, bid also 
providing guidance and support on day-to-day activities. 

■ Ensure the development of all non-trading areas, inducting 
• internal finance and distribution systems, understanding of 

legal issues and after sales service, as weD as internal 
accounting and administrative staff. 

■ Establish a sound idationship between the parent company 
and the various country operations. 


The Requirements 

■ Experience in. managing financial operations in a 
consumer manufacturing environment, ideally with 
significant exposure to retail distribution, with a 

- successful trade record of personal achievement and 
development 

■ A qualified chartered or management accountant with 
a degree, possibly an MBA 

■ Strong financial, business, IT and fa lerperaonal skills 
with the highest levels of infelkct, wwrgy and integrity 

■ An international persp ec t ive and empathy necessary for 
working In a multi-cultural environment 


Please send your CV with current salary details to: 
James Gray, KJP Selection, 252 Regent Street, London W1R 6HL, 
quoting ref: KDJtC/M for the Regional Vice Preside n t 


character of the organisation is self-evident through both its products and its people. With a turnover in excess of SZ billion equivalent 
it is well placed for continued growth. In order to strengthen its operation in the Far East they are looking to recruit a number of key 
individ uals in general management roles, with a focus on finance. 

HNANCIAL CONTROLLERS - HONG KONG & SOUTH KOREA 

C $100,000 plus 

The Position The Requirements 

■ Responsible for all financial and cost accounting across ■ Graduate ACA with proven commercial experience, 

all brands. Control ofa range of activities including a comprehensive understanding of finance and business 

treasury, MIS and lega], as well as providing administration and international exposure, 

offioe/administrative services for local managere. ■ Strong, committed and resourceful personality with 

■ Assist in the prepa ra tion of management reports including pxeeDent analytical and organisational drill* 

budgets, forecasts and actuals. ■ Self-starter with high energy levels, capable of leading 

■ Provide broader finance and commercial input to the a varied team of different character} and cultural 

development of the business. backgrounds. 

■ Ensure compliance with general business and Group ■ Ambitious, with a desire to broaden his/her own skills 

accounting principles. and experience. 


and 9035LABAW for the FinanriflJ Ccmlrotas. Alternatively send 
by fax on P171-?12 3380 or by e-mail to kte-kxvk»n®knmfenyxarn 
Internet Home Page: httprffwwwJtfselectionj»ni 
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areer? 


You spend most of your life doing deals 
for others. Now you have the opportunity 
to do one for yourself. 

Arthur Andersen is one of the world's 
leading professional services organisations. 
It's a fast-moving, demanding environment 
that allows people to progress on their 
merits. Our rapidly growing Global 
Corporate Finance Practice is unique, 
containing highly professional people 
working on a cross-border basis, within 
a global structure, but maintaining a 
strong local presence in each major 
international centre. 


is unparalleled. We are looking to hire 
ambitious corporate finance professionals 
with experience in corporate mergers and 
acquisitions. Opportunities exist at all 
levels, starting from three years' corporate 
finance experience right up to director 
level We are particularly interested in 
identifying people to work out of the 
following financial centres: 


This is a chance to realise your full 
potential within a supportive, highly 
motivated and professional environment. 
So if you work in corporate finance 
and want to build a truly fulfilling long 
term career, you should consider joining 
our team. 


Amsterdam 

Bangkok 

Bombay 

Frankfurt 


Arthur Andersen has a reputation for the 
highest commitment to training and staff 
development In fact, we believe the 
standard of career opportunities we offer 


Hong Kong 

Jakarta 

Johannesburg 

London 

Melbourne 


Milan • 

New York 

Paris 

Prague 

Singapore 

Stockholm 

Sydney 

Washington 


There's never been a better time to 
change. To apply please send your CV, 
stating your preferred location(s) and 
quoting reference 6472, to our response 
management team at Stafford Long & 
Partners Limited, 30-32 Whitfield Street, 
London W1P 6HR. Fax: 0171-304 4433. Or 
you can apply on-line via JobSurf on: 
http:/ / www.job-surf.com 


Arthur 

Andersen 


Leading-Edge IT Company 


Finance Director 


c £100,000 + benefits 


CITY, LONDON 


This is a truly exceptional opportunity for an ambitious individual to play a key 
business. At the forefront of trading technology, this organisation provides IT 
Trading and Risk Management of Financial Products, within Global Capital Markets. 


role within this rapidly expanding 
services to companies engaged in 


This high-profile role within a dynamic team will require responsibility for financial activities at both strategic and 
operational level, which will Include extensive corporate finance activities sttdi as M&A work, capital restructuring 
and the preparation for public flotation of this business. 


The Position 


Conduct corporate finance activities such as 
preparation for public flotation, M&A work 


preparation for public flotation, M&A work and 
capital restructuring. 

Oversee and ensure that day-to-day financial control, 
accounting systems and procedures are adequate and 
weD monitored. 


The Requirements 

■ Qualified accountant ideally ACA with at least five 
^Efaanciaiservicea or Minagment Consultancy. 

■ Commercially astute, with first-class presentational 
skills, capable of interfacing with senior executives, 
yet able to motivate staff. 


Manage extensive project work including the 
enhancement of a project cost accounting system to 
measure prefect profitability and individual 
performance. 


Innovative and proactive approach with the ability to 
manage change m a rapidly expanding business. 


Develop effective working relationships internally 
across tne business and externally with professional 
advisors. 


Must be confidoit and robust with the personality to 
fit into a creative and energised culture. 


Please send your CV with current salary details to: 
Sara Kenderdine-Halr, K/F Selection, 252 Regent 
Street. London WlR 6HL, quoting refc 90349 A/04. 


Alternatively send by fax on 0171-312 3380 
or by e-mail to kfs-kmdon8komferry.com 


Internet Home Page; http^/wwwJcfseJecticwucoin 


A DIVISION OF KOBNSFERRY INTERNATIONAL 


Greenfield Role in Front Office Strategy & Support 


VICE PRESIDENT 


BUSINESS MANAGEMENT GROUP 


Six figure package CITY 

Our diem is a highly respected and profitable global derivatives operation which forms part of a leading international 
Investment banking group. The London office is bi the process of embarking on a significant expansion program which 

will enCOUUMSS a more alvprsp norHolin fe m i nrtr n t iw n u T »»__ 


strategy for this expanding group. 

The Position 

■ Act as an agent of change, and be the focal potnt for 
the setting and implementation of a new commercial 
strategy to otcompass the new product areas. 

■ Lead the development of a new 'infrastructure', re- 
engineering business support and technology to 
leverage the growing needs of the group. 

■ Act as a business consultant and conduit between 
existin g front office and overseas processing support 
group to implement new best practices. 

■ Initiate and undertake specialist reviews of new 
products, accounting controls, legal & compliance 
issues and operational procedures. 

■ On a broader scale, be a visible, proactive and 
commercial member of the senior management team. 


The Requirements 

■ likely to be a graduate Chartered Accountant with 
substantial investment banking experience gained 
Ideally within from office support product control 
or opera tions. 

■ Preferably some exposure to innovative derivative 
products and an understanding of the related 
regulatory and control issues. 

■ Commercial acumen harnessed to a strategic mind- 
set, focused on service delivery. 

■ IT literacy with proven ability to analyse & evaluate 

financial reports and models, and assessbusmess risks. 

■ First-class presentation skills, high levels of tact and 
d^>macy with the ability to work in partnership 


Please send your CV with current salary details to: 

David Burton. K/F Selection, 2S2 Regent Street, 
London WIR6HL, quoting ref; 60700/04. 


Alternatively send by fax on 0171-312 3380 
or by e-mail to Ws-lordon8komferry.com 
Internet Home Page httpj/wwwjcfoelectaonxom 
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A DIVISION OF KORN/FERRY INTERNATIONAL 


FINANCIAL 

CONTROLLER 

West End 

£.£50,000 Package 


IrWracffve Invertor In t ernatio nal fai} is 
the premier provider of financial 
senna mrmn^oheas on the internet in 
the UK. These rn arkeipiu ces allow 
investors and intenruidianes b obtain 
information that a hay in enabling 
investors to make iheir investment 
decisions. 

Providing a oneetop shop for 


• Supporting senior management with 
relevant financial analysis aid 
business case formulation and 
providing financial input to the 


ATHOm 







The successful applicant is Wcely to be 
a fame firm trained ACA possessing on 
excellent academic bodkaround with at 


Acquisitions & Project Accountant 


performance ond news -private 

investors ond financial advisors con 
now have ready access to vital market 
data at their fingert ip s, 
in is now in a strong position to: 

• Consolidate its position in the UK; 

• Exploit opportunities for 
international expansion in Asia, 


least 1-2 years commercial experience 
outside me profession. Strong IT skills 
are critical; an interest ond 
underdo ndina of the potenfctl of the 
interne! as a business tool would be 
a dva n tageous. You wil be o confident 
communicator with the abSty, and the 
desire, to make o contribution from day 


As one of the world’s leading automotive component suppliers and a Fortune 500 company, we have been growing, 
over tbe last 10 years, at an average annual rate of 25%. With over 40.000 employees and sales in excess of $ 6bn, 
our strength lies in our position as a fully integrated system partner for the world’s major automotive manufacturers. 
In order to enhance our European position, we are now looking for an additional finance professional to be located 
in the Frankfurt area. 


INFORMATION 
IS POWER" 


South Africa, Europe and Australia; 
Position itself to after transaction 


• Position itself to amr transaction 
capabtiliy in Ihe near future. 


t you fesl you have 6e nBt*re 
and energy to todde the abma 

co n ta ct lee Panycato 


A confident, tenacious and highly 
motivated individual is sought to tain 


the management team ond play a key 
rote in the dev e lo pme nt ond growth ofc 
the business. 


sm 


interactive investor 


You trill assume a fuQ financial control 
rate, key raspansibilKies Indude: 

• Monthly reporting; budgeting; cash 
management financid/itatutary 


Bringing me outsourced accounting 
Function irtbouse, indbdina 



39/40 Al b erere fa Shew; 

London WTX4ND. 

Fate 0171 493 6107. 

E-mal lee^MoycraaOEiwgroup^oni 
Mem* hW/vwwJtwgrm^xwn 


Responsibilities: 

As part of the newly established European M&A and OPERATIONAL SUPPORT TEAM, you will: 

• lead and be involved in the due-diligence process for proposed acquisitions 

• be responsible for communicating up to senior management and board level 

• ensure the successful financial integration of subsidiaries after acquisition 

• add value to the M&A process by recommending and implementing improvements 

• manage operational projects at our European divisions 

Requirements: 


HARRISON 

^WILLIS 


• a graduate chartered accountant, Dipl.-Kanfmamt or equivalem 

• minimum of 5 years' exposure to a sophisticated multinational environment 

• experience of US GAAP especially in purchase accounting 

• an understanding of M&A issues and. ideally, of the automotive industry 

• fluency in English and German or Italian (Eastern. European languages advantageous) 

• desire to travel 


1 


ANC 


To succeed in such a high-profile role and to feel at ease iu our environment. . 
1 ““ you *”11 need to have a strong commercial awareness and excellent 
(/# communication skills. Salary will not be a barrier to the right applicant. 


AMMMDOf nSHWI 


BIRMINGHAM * BRISTOL • CARDIFF * CROYDON - DUBLIN * GUILDFORD ■ LEE0S • LONDON 
MANCHESTER - MIDDLESEX • NOTTINGHAM • READING * ST ALBANS 
, INVESTOR K PEOPLE 


For further details, please send your CV to Paul Campbell ai our recruitment consultants: 
Campbell & Partners GmbH. Otilostr. 1. 82166 Muenchen-Graef, Germany 
Tel: 0049/89/898069-0, Fax: 0049/89/898069-60 

Please note that we also have several other financial vacancies ar our European headquarters 
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microsystems 


FINANCE DIRECTOR EMEA 


THE NETHERLANDS, SHARED SERVICES CENTRE 


Our clrnr . Sun Microsystems inc_ with worldwide revenues ta excess of VS S8 bfflfcm, k the 
global leader in Network Computing. Their Accounting Service* Centre: CASC) i* based « 
Amertfoort in the Netherlands, and provides a wide range of high quality «wi cost effective 
fin a nri a l services for afl Sun's opendog companies in Europe, Middle- East and ***>-* 

Due » internal career development moves, we are now 1oob« to recti* an experienced 
and dynamic financial executive to lead the Hnancial Services organisaUoa for die European 
timraooc. Reporting to the VP Corporate Controller tn U»e IS and operating as a key member of 
. the Sun's European senior financial im»j o r mrtn 

• leading a taige and u eoa mu lilcilly dispersed Hiunrfa l 

• delivering wodd doss Icveb of accounting and transaction processing support w European 
Ge nguph ics, bostoesa un&sand Operating comp an ies 


http:/ /www jxjbertwalters.com 

1 O V 0 'u N 


EXCELLENT PACKAGE + BENEFITS 


I r. B » u 




• a npfcsxming core financed systems ihrougxxa the TCpon 

• leading the coapictioQ of Sun's Europe wide preparation lor European Monetary l >thon 

• Icatflng bndnear peocevg rccngi n c ei in g In tbe tepoo. I nc l udin g dcvdopInK and im plnornttn g 
an effective support model for emerging ooimtncV i m tat s 

• managing the fiscal compliance ami burins* activities of the Pan European attribution 
co mpa ny, and imptananing asw-nred European ax strategy 

For ibis most attractive opportunity it b envisaged that die ideal rarwfkfatr will have a 
r ecognised finance or business degree, complemented with a postgraduate qualification 
(ACA/CPA/MBAI and a toininiam of 10 yean experience in finance and accounting functions, 
demonstrating a record of increasing responsibility. Extensive pan-European management 
experienced a requirement. 


ROBERT WALTERS ASSOCIATES 


N E V > U I » 


Furthermore, tbe qualified candidate will have outstanding sonimuiucatnm skills buih 
internal and external to the cooifuni. A strong process • iricnutiun espem-mr in m si eras 
hnplemcntaijoa and busmrv. pimunn s stilK arc liigbh- desired. Muenci in huh * nticn ami 
spoken English f> a must. A working Uxmktlgr ut Dutch and other European languages is a 
cnnufcnMe adiaiuagc. The qualified CMdaAtfe wdl be pcngraphkalh fktdde and prrparut tn 
accept a s yg u n n us ol increased toponMhthnes outsklc Europe m die futun.. 

If jou are interest rd in ibi.s uppomitray please n mi act twin G.M.H. Hnnbcn nr 
CbwBi DA. Tanin* on Tel *31 to 120 <>W* 633, <* jhcmauich wwl urnr t ufTK-uhiau Vitae («> 
Robert Wallers Aysocittn. 'Klvlrntactr', Amsirldllk 166, 10” 9 LIT Amsterdam, 
the Nctheriaoda. Fax: *31 (0X20 6429 005. F-oiad. dwd lt bnlwIi i iKnai Jwisnwi 


WIIIIS 



TAXATION DIRECTOR 

KEY HOli: IN INTERNATIONAL BANK 


London, EC4 


£Six figure package 



Rabobank is the second largest bank in the Netherlands and 
one of the 40 largest banks in the world. It is the world's only 
commercial bank with an AAA rating from all of the major 
rating agencies. Rabobank International focuses on 
corporate, investment and private banking in Europe, the 
Americas and Asia/Australia. Sustained growth across all 
business areas has resulted in the search for a UK Taxation 
Director. Key responsibilities will indude:- 

• UK and cross-border tax planning and structuring 

• provision of ‘ on-line ' tax advice to investment banking areas 

• fronting relationships with external advisers and Revenue 
authorities 

• development of a small team of tax professionals in 
London 

To meet the challenges of this important new role you will be 
a seasoned tax professional with at least 8 years' relevant 
international tax experience - gained directly in a bank or 
alternatively with a leading advisory firm ('Big 6' Chartered 
Accountancy practice or City law firm). Proven technical skills 
will enable you to assimilate Rabobank's operations and tax 
structures at a strategic level - combining this with a detailed 
focus on specific salient tax issues on a day-to-day basis. You 
will already be regarded as a very strong communicator, able 
to explain and promote complex technical issues dearly and 
concisely to colleagues at all levels. 


Rabobank 

International 


Please forward a comprehensive 
CV and covering letter to: 
Matthew Phelps at 
Brewer Morris, 
179 Queen Victoria Street 
London EC4V 4DD. 
(quoting ref: 2492mp) 
Or fax: 0171 463 0740. 

All applications will be treated 
in strictest confidence 


Brewer "Morris 


TAXATION RECRUITMENT SPECIALISTS 



FINANCIAL CONTROLLER 

TV3 Broadcasting Group Ltd 


West London - Middlesex 


Competitive Package 


TV3 is tbe largest satellite broadcaster in Scandinavia, covering 60% of all Scandinavian households. The TV3 
group, with its headquarters in Middlesex, has a turnover in excess, of £120 million. 

Tbe Company is now seeking to strengthen its central finance team with an ambitious and experienced Financial 
Controller, reporting to the Vice President of Finance and Commercial Affairs. 

Responsibilities will include: 

♦ Developing the Company’s accounting policies and reporting procedures 

♦ Managing the statutory reporting process including the audit 

♦ Tax calculations and reporting 

♦ Supervising staff in tbe areas of accounting, accounts payable/receivable, payroll and cash man a g e m ent. Close 
liaison with Scandinavian based staff will also be required. 

<r Ongoing enhancements of finance systems. 

The ideal candidate will be a commercially minded Accountant, in their early 30‘s and with at least five years post 
qualification experience. They will also have gained significant experience of people management within another 
international organisation, as well as having gained a record of achievement and adaptability. 

Interested candidates should said a full CV, including details of current remuneration, to: 

Anna Nordberg, TV3 Broadcasting Group Ltd, Horton Road. West Drayton, Middlesex UB7 8JD 

TV3 is a business am within Modem limes Group MTG AB. MT0 is a broad Nortic media group operating amoogK otber areas widrin television, radio, primed 
J.hym ng. ^nit ^«nrirhr.wrt»dmia»ediatervicet. Tbe company is Breed on Nasdaq StotfcMaito in New Yoric. 


FINANCE DIRECTOR • POTENTIAL 

West midlands - To £50 k + car 


Our diene, one of Europe’s leading industrial 
corporations, is expanding its existing operations in the 
UK. To achieve its ambitious talgcrs, growth will be both 
oiganic and by acquisition and a key requirement is to 
redne and develop its systems of financial concroL 

A head of function is required to' take charge of and 
develop all aspects of financial -accounting. Particular 
emphasis will need to be placed on financial controls, 
meeting all fiscal and statutory requirements and 
debt collection. Cash management will be a vital 
and ongoing issue, as will development of the people 
within the team. 


To be considered you must potentially be fluent in 
French, spoken and written (after training if necessary), 
and be fully qualified, either Chartered or Certified. 
Thereafter ideal candidates will have around 5 years post 
qualification experience in blue chip industrials, have a 
strong commercial orientation, a keen interest in good 
customer service and proven people management skills. 

The jobholder will be expected to progress swiftly to a 
role of Finance Director, so an ambitious, energetic and 
persistent personality is essential. Opportunities for 
growth and development are outstanding within this 
-leading multinational. 



Tb *ppfy. plaue Wriur with ye*t C% quoting yaur current salary 

imR^mssuu 

Afhion Pehn«y Partnership Ltd, Suite 201, Albany House, 
324326 Regent S tre e t, London W1R 5AA. 


ASHTON 

PENNEY 






— pjU. 


Financial Controller 


c.£45,000 
+ car 

+ relocation 


Hi-tecb 

Multinational 


South Coast 



MARTIN-WARD 
•ANDERSON • 


Our diem is a wholly owned subsidiary of a US hMech corporation, operating within 
a highly competitive and dynamic market. 

Rapid technological change and innovation is creating many new opportunities 
within the industry. Success in bringing new products to the market on time is 
therefore essential to ensure continued growth. 

These challenges have now created a need to recruit a Senior Finance professional to 
manage a small team and support the financial activities of the company. Reporting to 
tbe Managing Director, responsibilities will include: 

► Managing and developing a finance team 

► Designing and implementing system improvements 

► Development of management information 

► Improving project planning, costing and budgetary control 

► Development of management and financial accounting procedures and controls 

A qualified accountant is required, probably aged 26-40, with several years experience 
at middle management leveL Previous exposure working within an organisation 
dealing with high value, long term contracts will be of particular interest Personal 
attributes should indude good communication skills, leadership qualities, team 
orientation, strong intellectual ability and a creative approach to problem solving. 
Interested candidates should write, quoting reference 48210. enclosing a current CV 
to Shaun Ascough ACCA, Martin TGnd Anderson, 2nd Floor, 1-3 The Avenue, 
Southampton, Hampshire. S017 1XG or telephone him on 01703-233977. Alternatively 
e-mail on mfo@mwa.cauk or fire to 0JL703 236166 


operation blue sky Finance Director 


Put your start-up experience to the ultimate test 


Stansted 


operation blue sky is the code name for a new ’no frills’ 
low-fare airline which will start flying within Europe In 
early 1998. Although owned by British Airways, operation 
blue sky will operate as a completely independent 
company that intends to establish itself as a key player 
within this fast growing and highly competitive market 

The Finance Director will be a critical member of the small, 
senior management team that leads this exciting venture. 

Your principal accountabilities will embrace the 
cornerstones of the business and will indude: 

» Setting up a lean finance and admin function that 
will provide rigorous financial control and analysis; 

» Playing a pivotal role in the critical management 
decisions spanning the entire business; 

» Providing indrive, accurate and timely information 
in order to support key commercial derisions; 

» Managing the provision of purchasing, LT. and 
admin services. 


Excellent Package 

You should have start-up experience within a cost 
sensitive environment 

Airline experience is desirable although, more importantly, 
a European perspective is essential as is the ability to 
deliver at both a hands-on and strategic leveL You will be 
a highly motivated self starter, possessing the analytical 
rigour and commercial acumen to make a significant 
impact across the business. You will also champion and 
Implement the use of technology. 

This is an outstanding opportunity to join a high profile 
and demanding start-up business that has the backing of 
a major multinational 

Please send a full CV in confidence to GKRS, 86 Jemrtyn 
Street London SW1Y 6JD (Telephone 0171 468 3800), 
by the dosing date of Monday 15 December quoting 
reference number 793J on both letter and envelope. 

& including details of current remuneration. 



GROUP TAX MANAGER 


INTERNATIONA!. UTILITIES INDUSTRY 


HUNTINGDON, CAMBRIDGESHIRE 


c .£55,000 + BENEFITS 


• Anglian 'Water is geographically the largest of 
the 10 regional water service companies of tbe UK 
with a growing international portfolio of utility 
and construction activity businesses. Profit before 
tax last year was £257 million on a turnover of 
£837.1 million. 

• The business is focused on continued 
improvement to customer service, product quality 
and environmental performance whilst continuing 
to improve both operating and capital investment 
efficiency. Anglian Water sees the International 
market as a natural target for growth. 

• The Group Tix Manager wflj bead a team 
developing strategies to optimise group tax 
exposures and ensure tax compliance In the UK 
and internationally. The role is key to developing 
tax awareness throughout the business and wifi 
have a real impact on all financial decision making. 


• A qualified accountant or taxation specialist with 
strong post qualified experience preferably in 
commerce or the professioo/Revenue. Wide ranging 
tax planning and compliance expertise with a record 
of delivering solutions is a commercial 
environment. 

• First class presentation and communication 
skills, able to work dosely and flexibly with a 
muhi-disaplined, customer focused team. Energy, 
initiative and enthusiasm to integrate tax planning 
and management throughout the business. 

• This Is an excellent opportunity for a tax 
professional to develop technical and management 
skills internationally as part of a highly profitable 
and ambitious business. Tbe company has a 
competitive relocation scheme. 






PVatsc apply in «Tiikig qwling reference 1532 
widi ftril carccrand Hhry daaDx to: 

Kettb McCamhrypf 
Whbcbcad Sdccrkm 
1 1 WH Street, London WlX 8B8 
TbL O17I 290 2043 

www. wfaltcbcadieiectiofLCC.uk 
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Finance Controller 


North West 


£ Excellent Package 


Our client, a privately owned group, has a 
discrete autonomous business unit 
opera ting in a niche market. In an 
environment that is built around a 
blue-chip customer focus, the key to the 
continued success of the business 
will be the enhancement of customer 
relationships and a requirement for 
quality based management information. 


probe, investigate and manage change. You 
will be a qualified accountant, probably 
aged 30-40 possessing the drive, ambition 
and leadership skills to influence the 
business at a strategic level as well as the 
shop floor. In return, the Group will offer 
an excellent remuneration package 
combined with long-term growth in this 
strong, leading clothing supplier. 


Reporting to the Managing Director, you 
will have overall responsibility for financial 
control, staff management and IT 
developments. You mil need to have proven 
manufacturing, preferably textile, 
based experience with an ability to 


Interested candidates should apply in 
writing, enclosing a curriculum vitae to 
David Gunning ACA or Gareth Davage at 
Michael Page Finance, Clarendon House, 
81 Mosley Street, Manchester 
| M2 3LQ, quoting ref WAY/GBF. 


Michael Page Finance 

SptfkKit, in Ffauncnl Rc ciuio aeot 

London Bristol Birmingham E dinbm gh Glasgow Uadwbod Leeds 
Maidenhead Manchester MHton Keynes Nottingham Reading St Albans & Worldwide 


Entrepreneurial? 


Middlesex 


£ Substantial Package 


Within the reoitylrisare Industry tbi« d y nami c company 
is poised to become a leading force in this ever expanding 
market. Owned by its mana ge r s with backing from a 

bailing T annwaf InStttU BOO, It hl| jlQ^tSSVC CSpttllSioO 
plans through ocgmk growth and targeted acqtriridoos- 
They expert bo double in rise within the nett 12 months. 
It* n uin yniHif I*** <vmiii? p* a wealth of experience and 
entrepreneurial ft *!, with an enthuaiaaui and 
commitment to its continued snems- 


• Responsibilities for improving management information 
systems to facilitate tight burincss controls. 

• Proactive mana g e ment of the accounting team. 


With this growth comes die need to reams a No* 2 to 
the Finance Director to play an integral part in the 
future of the business. 


The role, working alongside the Fiitam^ Director, wffl be 
liaising closely with operations! management and yonr 
brief will be to provide support to senior management 
throogb leadership. 

Your responsibilities will encompass 
s Liaising with operational management in providing 
finandal advice for commercial decisions. 

• Optimisation of cashflow management- 
■ Development of financial reports so u to achieve a 
Esir and balanced por traya l of business 
performance and ob j ec ti ves. 


The successful candidate will encompass the following 

attributes; 

• Techni cally «mag qualified accountant who can 
i b miw irw r , commercial achievement within a robust 
operating environment. 

• Proactive decision maker who has the maturity and 
credibility to challenge the noon. 

• First interpersonal skills inch die ability to 
develop strong relationships by demonstrating, a 
hands-on approa ch. 

• The desire and drive no fulfill your ultimate 
ambitions. 


The c ompan y offers an unrivalled opportunity to became 
involved in an exciting growth sector. Should yon feel 
that yon possess the qualities to meet this challenging 
opportunity, please telephone Keith Mackende on 
0181 252 9204 to discuss it further or forward your 
curriculum vitae to him at Michael Page Finance, 

Europe House, Church Street, Old l&teworib 
TW7 6DA or ha on 0181 847 5703. 


Michael Page Finance 


SpccmKrti m Rnoncfal Bceratwnmr 
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Group Finance Director 


Outstanding Growth Orientated Opportunity 



Finance Director 

A Key Strategic Role 


M4 corridor 


Package to £90,000 + Equity 


Our client is an innovative, venture capital backed network systems integrator, formed by the recent merger of 
three companies, with a turnover approaching £20 million. Their operations include cabling, network design 
and managem ent, consultancy, installation and product supply and there are plans to expand this via future 
strategic acquisitions. An opportunity now exists for a Group Finance Director to continue the current 
integration process and develop plans for the group’s future growth. 


THE POSITION 

* Work closely with die Group Managing Director 
to establish and deliver the corporate s tr a t e g y 
which includes ongoing M&A activity; 

* Provide a significant input to the general 
management of file organisation, assisting all 
members of the board and management twin on 
commercial matters. 

* Day-to-day management of the finance function 
including project/job costing, MIS, reporting, 
forecasts, treasury, tax, audit, etc, plus company 
secretarial duties and investor relations. * 


QUALIFICATIONS 

• Qualified Accountant, currently the Finance 
Director or No. 2 in a fast gro w th, sales driven 
organisation with experience of establishing/ 
developing systems and procedures and excellent 
team management skills. 

• Strong commercial awareness will be combined 
with the ability to establish relationships, both 
internally and externally, at all levels. 

• This position will require a flexible style with an 
innovative yet pragmatic approach and the 
ambition to succeed in a dynamic organisation. 


Interested candidate* should write enclosing full career details, current salary and where possible a daytime 
telephone n umb er to John Anderton at Questor International, 3 Burlington Gardens, London WIX 1LE. 
Fax 0171 287 5457. E-mail lisa@questorint£om Please quote reference 2347. 




QUESTOR INTERNATIONAL 


Reading 


c £70,000 + Bonus + Bens 


Our client is an entrepreneurial gr ou p of service businesses, comprising a high profile and autonomous division 
within one of the UK’s leading quoted companies. With a turnover of c£200 million and employing nearly 
4,000 people, the division has diverse operations throughout the UK- There is a requirement to appoint a 
highly commercial Finance Director to play a full part in its continuing growth and development. 


THE POSITION 

* As a member of the small executive team, assume 
responsibility for the financial and commercial 
management of the division, reporting to the 
Managing Director. 

* Provide ongoing strategic input to the direction of 
the businesses, promoting change and ac c elerating 
business processes and culture improvement. 

* leading a highly focused divisional team, manage 
die interface between the operations and group 
finance. 


QUALIFICATIONS 

• Graduate qualified accountant, aged mid 30’s to 
early 40’s, with strong commercial and line 
management experience, having a track record of 
strategic input. 

• Proactive and energetic style, capable of 
communicating effectively with all levels of a 
diverse organisation. 

• Enthusias tic and involved promoter of change, 
with the strength of purpose to assume ownership 
and act independently. 


Interested candidates should write, enclosing full career and current salary details, to the advising 
consultants, Jon Boyle and Debra Hewitt, at Questor International, 3 Burlington Gardens, London 
WIX 1LE, please quote reference 2337. Tel 0171 292 8300. Fax 0171 287 5457. 

E-mail: jonOquestorinticom 


►oi4 


QUESTOR international 


DIRECTOR OF FINANCE 


The British Screen Finance group (which indudes the European Co-production Fund, Die 
Greenlight Fund and The Sales Company) is looking for a motivated qualified accountant 
with experience of the film industry and/or related media industries. The group invests 
annually £13 million in 18-20 feature films and £1 million in film development 


Reporting to the Chief Executive and board, the successful applicant will be responsible for 


• the total financial operation of the group 

• forecasting, business planning, cash management and IT 

• performance reporting, film investment appraisal and statutory accounts 

• shareholder, government and industry relations 


The individual will head a small finance staff and should be sympathetic to the objectives of 
the group. This is a senior management position for an individual with considerable post- 
qualification experience, who should be able to contribute significantly to the development 
of the group. 


Salary c£60,000 + car + benefits 


Please apply with a full curriculum vitae to: 
Simon Perry 
Chief Executive 
British Screen Finance limited 
14-17 Wells Mews 
London W1P 3FL 






ESQ 


The Company 

As 9 leading international reinsurer of medical, personal accident, life and special risks 
reinsurance capacity across more than 42 countries woridwide. ESG Re is currently 
undertaking an ambitious expansion programme and we are looking to recruit a 
seasoned Director of Finance with proven US GAAP experience, to be based out of our 
corporate head office in Hamburg, Germany. 


The Role 


Hamburg 


A high profile position reporting to the Chief financial Officer, you will be responsible 
for controlling aU accounting functions across the group and which will encompass: 

• Production of budgets, business plans and ensuring their compliance 

• Production of timely and accurate consolidated monthly US GAAP reporting and 
financial statements 

• Preparation of production of monthly external and internal reports (SEC reports) 

• Liaison with public accountants and tax authorities 

• Timely and accurate accounting with all participants in the reinsurance of our business 


£ Competitive Salary 


The Appointee 

A graduate with an recognised accounting qualification or MBA, you should be able to 
demonstrate a minimum of three years front line US-GAAP accounting experience and 
SEC reporting (preferably with a listed US company) with a working knowledge of 
German accounting principles. 

As an international organisation, there will be some international travel and whilst not 
essential, a knowledge of German would be helpful. 


To apply please write enclosing your CV and current salary details to our 
recruitment advisor, Heidi Cohen. Hays Accountancy Personnel, 
14 Great Castle Street, London, WIN 7AD. Tel: 0171 436 9964. 
Fax: 0171 436 8385. 




WJlRLD 

COM 


OUTSTANDING COMMERCIAL OPPORTUNITIES 


LONDON 


&30K-50K BASIC SALARIES + BONUS + BENEFITS 


With revenues In excess of S“ billion, (based on Q3 1997 revenue), WorldCom 
International Is one of the world's largest and most dynamic multinational telecoms 
companies. Funned after the merger of WorldCom, NFS and UUNET. its mission is to be 
the premier supplier of Idecommuoicatiotts services to businesses worldwide. 

Due to rapid expansion, a number of outstanding Opportunities have arisen in two 
newly created finance functions. These are the International Reporting Group and the 
Capital Group. Both functions require the highest -calibre and most ambitious accountants. 
They will range In experience from newly qualified accountants to fully qualified 
accountants with up to five years commercial experience, preferably in (be 
telecommunications sector. Successful candidates will have good business acumen 
combined with strong MIS and interpersonal akllls. 


Key rcsponslbffldes in the i n t ernati onal Reporting Group include 
4 monthly management accounting 

• managing budgetary and inventory control 

• financial analysis 

• balance-sheet ratios and cashflow statements 

• ad hoc reporting on the main company costs 

Key responsibilities In die Capital Group Include 

• development of systems to track and record the capital expenditure 

• significant levels of ad hoc project work 

• cxtrasTvr international liaison with senior financial staff 

• accurate and timely reporting of financial commitments 


These challenging and varied positions represent superb opportunities Tor highly 
talented and ambitious accountants to contribute ro one of the most successful 
organisations of its land. You will be a graduate and a fully qualified accountant, with a 
proven track record of achievement. Telecommunications experience is a strong 
advantage but not a prerequisite for these roles. 

Remuneration and career opportunities ace, u expected for a company with 
WoridCom's reputation, second to none. 

Interested candidates should apply to Alan Lynch enclosing an updated 
Curriculum Vlrac to Robert Walters Associates, 10 Bedford Street, London 
WC2E 9HE. Tel: -*44 (0)171 379 3335. Fax; *44 (0)171 915 8714. 

E-mail: alanJyn cfateobemnriier sjcom . 


ROBERT WALTERS ASSOCIATES 


http*y/wwwjobertwaltefs.com 
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A + B=3 

Can you change the way we work? 

Outstanding opportunity for an 
experienced Audit Manager 

Price Waterhouse in London or New York £Competitive 

has an outstanding reputation for skifis and project rranag^^ 

prw^ional leadership. Our clients tncfade many of the experienced Audit Manager with a background in one of 

m^top^organisalkxis and demand from us ttenHjor!imjs.Th0intaT0tto^ 

"E^***** to ^ business that you be equally at home m the US as in Europe and can 

are randanttyseti^ new ways to work wok wettwifo teredo 

our eflents to mawrnisa the eflectiw use (rf resources and cultures. Previous international oroerience wotrtd 

and add value to our professional services. teefBforebevetyrrmchtoyouradvantaoe. 

Audit work is core to our business strategy fertile new This is an exciting opportunity to play a key part In the 

mntenium and we have rwngneered our approach to development of our business, presenting a irmie 

embrace new developments both in technology and challenge at the heart of one of the world* leading 

m the v^^woricwr&i clients and with eoA other. advisory firms. This high profile rolewil present 

Tn^e changes put us at the foiJtuni of andit outstanding opportunities far your personal 

rnetnodotogyaifa provide an ideal international development and career enhancement 

platform for aggressive growth. Interested candidates shodd sand a comprehensive 

a toy priority s the swtft implementation of these new CVto: Charles Macteod, Price WaBriiouse, 

ideas throughout our office network. This wtH require 32 London Bridge Street, London SE1 9SY 

energy, a sound technical grasp ofauditing and the use of fax: 0171 9393131. 

technology, along with ffexMrty, strong cornrrwnic&ion E-mail: Char1esJMacleod©europe jiotes.pw.com 

Price Waterhouse 

Price Waterhouse is authorised by the Institute of Chartered Accountants in England and Wales to carry on investment business. 




prabtems. We are constantly seeking new ways to work 
with our clients to maximise the effective use of resources 
and add vafaie to our professional services. 

Audit work is cote to our business strategy forthe new 
mnienlum and we have re-entfneered our approach to 
embrace new developments both in technotogy and 
in the way we work wrffi clients and with each other. 

These changes put us at the forefront of audit 
methodology and provide an Weal international 
platform for aggressive growth. 

A key priority is the swift implementation of these new 
ideas throughout our office network. This win require 
energy, a sound technical grasp ofauditing and the use of 
technotogy, along with ffexMrty, strong communicfiion 


^HW 

C R t) L I* 


Our cliant. o major pfc within the 
drinks industry, k seeking to take 
on an mihusiastic accountant at 
one of their principal operating 
sites, based in Gssax. The company 
is a major phycr in the world’s 
spirits industry, producing hading 
brands of Scotch Whisky, Gin and 
Vodka. 

Reporting to the Financial 
Controller, you will be a key 
member of a small, committed 
team, dedicated to improving 
customer service. The key 
responsibilities of this challenging 
role include: 

• Co-ordincie month end activity 
induci n g the d e v el opm en t of 
Key Performance Indicator*; 

• Implemen t ation of new systems 
and procedures; 

• Working in partner s hip with 
Business Monogen, providing 
financial and business support; 

• Analysis and appraisal of 
commercial projects and new 
business opportunities. 

The evolving nature ol this role will 
suit a results and customer 
orientated qualified finance 
professional with excellent 
academic achievements, seeking 


BIRMINGHAM • BRISTOL • CARDIFF - CROYDON • DUBLIN • GUILDFORD • If CDS • I ON DON 
MANCHLSTER • MIDDLESEX > NOTTINGHAM • READING • ST ALBANS 

imlsttw is irnru 


MANAGEMENT 

ACCOUNTANT 

Essex 

Excellent Package 


variety and challenge in their 
career. 

You will possess the following: 

• Proven track record of success; 

• Excellent analytical, influencing 
and communication skills; 

• Ability to provide commercially 
driven solutions to business 
problems; 

• Strength pf personality coupled 
with proven leadership skills and 
the expertise to flex management 
style where necessary. 

Interested candid at es should 
contact Richard Baker ACMA or 
Parfl Katecha at Harrison WflSs 
on 01727 840660 (mnmgs 
0973 226749 or 0956 935919 

respectively). Al tern ative l y, details 
I can be faxed on 01727 B40662 
or posted ta 47 London Rood, 

St Albans, Herts ALl 1U. 

E-mail: sLafoomOhwgroup^am 
Internet http:// www.hwgrovp.com 

HARRISON 

WILLIS 




FINANCE DIRECTOR 



WEST LONDON 


Accuracy, dependabOby and reliability arc features inherent in the companies which 
form Kklde International, a division of a leading UK based corporation. The companies 
of Kiddc International occupy a wodd market leadership in die supply of fire detection, 
fire suppression and safety control systems for aircraft, ships and vehicles, as wdJ as 
industrial, commercial and consumer applications. This is a truly global operation, 
turning over in excess of £700 million. 

The need has arisen to appoint a commercially minded Finance Director to a 
business unit specialising in the aerospace and mfllaty vehicle industries. Turning over 
£22 mQHon with 200 employees, you will report to (be Managing Director and have a 
dotted fine to the Sector Finance Director. 

Leading a team of eight, you will be responsible for 


http://wwwjrobertwalters.com 


LONDON 


AMS TERDAM 


• the provision and interpretation of accurate management information to enable 
effective business decisions to be 

• budgeting and forecasting together with comprehensive performance analysis 

O statutory ret urns audit and monthly pocks satisfying sector, divisional and group 
requirements 

• management, motivation and development of the finance team 

• management of Internal cost efficiency projects 

• ad hoc projects as requested by the Managing Director and operating Company Executives 

The successful canditlatf will be a graduate professional accountant with a minimum 
of five years post qualification accountant including solid exposure to a manufacturing 
environment. Knowledge of MOD/DOD accounting would be advantageous. 


ROBERT WALTERS ASSOCIATES 


« u \ « t n \ r, 


C. £45,000 + CAR + BENEFITS 


Personal qualities must include excellent interpersonal dulls, a practical approach 
and a ’can do” attitude, which will provide a strong role model fur the team: j«hit 
proven track record and commercial acumen will be positively applied to jvM the 
business achieve substantial future growth. 

This is an outstanding opportunity for an ambitious and talented Individual to 
Join a highly successful operation within a parent organisation that has in excess of 
30 operating companies in 1 1 countries. 

Interested applicants who feel they match these requirements should forward a 
detailed Curriculum Vitae, stating current salary package, to Kaccy Young or 
James Bacon at Robert Walters Associates, 10 Bedford Street, London WC2E 9HE. 
TeL 0171 915 8867. Fax: 0171 915 8714. Email: jammJnconOrobenwaftcnixm 
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finance professional 
managing information flow a 

Reading, to £45k -#■ benefits 


cross Europi 


Our dtent is the leading provider of communlcalfon, 
entertainment and systems information equipment to the 
hotel sector and other business customers. With a growing 
business currently spanning 16 countries, their pan 
European operations have strong appeal for an increasing 
number ot clients requiring a ‘one stop shop’ solution. 

This new role offers an exciting opportunity for a Finance 
Projects Manager to contribute to this growing business. 
Reporting directly to the DMsfonaJ FD, key elements of 
this role wfll be: 

• to review current European financial and reporting 
systems and evaluate new system solutions to deliver 
current requirements and ftiture development plans. 

• to develop and manage the implementation process 
across Europe of the chosen board approved system. 

• to ensure high quality management and financial 
information to produced to help drive the business 
forward. 


The successful applicant wfll be a finance professional 
with excellent project management skills and experience 
combined with hands on Implementation of packaged 
systems. Key qualities must inefode excellent 
communication and presentation sWHs, a focused 
approach and tremendous drive. This is a unique 
opportunity to join a forward looking and exciting division 
of a blue chip Pic. 

Please apply by sending your CV and detafis on you- 
current salary package to our retained consultant 
James Topan, quoting reference number 1203, to Robert 
Half International, Princess Beatrice House, Victoria 
Street, Windsor, Berks SL4 1EH. Tel: 01753 857777. 

Fax; 01753 841676. 

As retained consultants, any CV^ submitted (Erectly to our 
cfenf w iff be forwarded to Robert Halt International, 


Robert half 


A Division of Robert Hal? lntcrnation.il 


® London • Brussels • Paris • Amsterdam 
New York and over 200 offices worldwide 


SENIOR 

FINANCIAL 

ANALYST 

Midlands 

Excellent Remuneration 
Package + Relocation 
+ International Travel 


A STRATEGIC ROLE 
IN A GLOBAL ENTERPRISE 


«HW 
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Our client is a SmuftHnillbn 
turnover division of a significant 
international PLC. 

■ The company seeks to appoint a 
Senior Manager with the ability 
to take an influential rofe in 
evaluating and optimising 
investments m major power 
projects. 

Reporting to the Group Director 
you will be proactive in the 
analysis of new business 
opportunities and optimisation of 
financial structures and tariffs for 
bid submssions. You will take a 
leading role in creating and 
managing fhe financial models 
both in-house and through 
external advisors. 

This is a real opportunity suited 
to an ambitious accountant or 
business professional who can 
combine experience in 
investment appraisal techniques 
with knowledge of financing 
structures. Experience of working 


BIRMINGHAM • BRISTOL * CARDIFF • CROYDON • DUBLIN • GUILDFORD • LEEDS - LONDON 
MANCHESTER • MIDDLESEX • NOTTINGHAM • READING ■ ST ALBANS 

INVESTOR IS PEOPLE 



in a finance environment 
combined with strong IT and 
communication skills will be 
prerequisites. 

Interested candidates should 
write promptly to Debondi 

Sutton at Harrison Wife, 
Grosvmar House, 

Bennetts Hfl, Birmingham, 

82 5R5 enclosing a fgfl 
Curriculum V&oe and 
quoting reference 027528. 
Telephone: 0121 633 0010. 
hoc 0121 633 0862. 

E-mafl: 

beioinghanOhwyaiip.com 

Internet: 

http://www.hwgroup.coni 


HARRISON 

^WILLIS 
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The Company 

InterGen, an affiliate of the world’s premier engineerinq/construction company Bechtel 
Enterprises, was formed in 1995 to develop, finance, own and operate power related 
projects. Currently the organisation has projects under construction in the United 
Kingdom, the Philippines. Mexico and Columbia. In just two years, InterGen has 
established itself as a leading international power producer with an asset base of SUS 
1 billion. 


MEN 


Essex 


The Role 

InterGen is currently in the process of developing a combined cyde gas turbine plant near 
the Thames Estuary in Essex. Therefore an opportunity exists for a qualified accountant 
to join the organisation m this very high profile role, offering immediate responsibility and 
a wide variety of challenges. You would undertake the complete financial control of the 
project throughout its development, construction and operation. This would encompass 
reviewing facility agreements, management of finance risk, statutory and month-end 
reporting/forecasting and recruitment of a small accounting team. 


fAttractive Salary 
+ Benefits 


The Appointee 

Qualified with 3-4 years post qualification experience, you will possess excellent oral and 
written communication skills. With a high degree of commercial awareness and business 
acumen, you will be able to work on your own initiative and take on immense 
responsibility at an early stage. Experience of relevant industries would be beneficial, but 
paramount s a natural drive and enthusiasm to rise to the challenge of this growing 
organisation. 


To apply please write enclosing your CV and current salary details to our 
recruitment advisor, Wendy Bryan, Hays Accountancy Personnel, 
1-5 High Street, Romford. Essex RMt 1JU. Tel: 01708 752878. 
Fax: 01708 752652. 
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Developing in n o v a t i v e 




FINANCE DIRECTOR c. £45,000 London 


International Professional Institution 


O ur client is a leading international 
Professional Institution serving its 


members in over 100 countries from a central 
London base. A progressive Institution, it is 
committed to providing members with the 
highest quality services whilst ensuring that 
die professional qualifications equip members 
with the skills and status required for success 
in the 21st century. 


Experience of contributing to the 
development of strategic business plans 


i Managed finance departments in large and 
complex organisations 


You will recognise the importance of 
developing innovative financial strategies as 
well as delivering high quality management 
information- You will have: 


The ideal candidate is likely to be a qualified 
accountant (FCA), aged 40* with a strong 
co mmer cial background and a passionate 
commitment to member services; a multi- 
tasker, computer literate with strong technical 
drills acquired’ in a high volume business 
environment. 


Implemented major management reporting 
and accounting systems 


Excellent communication and influencing 
skills and be comfortable working at the 
highest levels 


Interested candidates should 
write with full CV. quoting 
CUneilt paelrag* to ftilian M orris 
Tbe Principle Partnership, 20 
Craven Tenace. Lancaster Gate, 
London W2 3QH. Telephone: 
0171 706 7887. Fax: 0171 706 
7889, email jmorris@tppxo.uk. 



SENIOR 

FINANCIAL 

ANALYST 


A STRATEGIC ROLE 
IN A GLOBAL ENTERPRISE 


Our dient is a £mufti-miHion 
turnover division of a significant 
international PLC. 

The company seeks to appoint a 
Senior Manager wjfh the ability 
to lake an influential role in 
evaluating and optimising 
investments in major power 
projects. 


in a finance environment 
combined with strong IT and 
communication skills will be 
prerequisites. 


Midlands 


Excellent Remuneration 
Package + Relocation 
+ International Travel 


Reporting to the Group Director 
you will be proactive in the 
analysis of new business 
opportunities and optimisation of 
financial structures and tariffs for 
bid submissions. You will take a 
leading role in creating and 
managing the financial models 
both in-house and through 
external advisors. 
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write promptly to Debordi 
Sudan at Harrison WSb, 
Grasvenar House, ' 
Bennetts KB, Birm i ngham, 
B2 5RS enclosing a fu9 
Gnricuhun Vftae aid 
quoting reference 027528. 
Telephone: 0121 6330010. 
Roc 0121 633 0862. 
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This is a red opportunity suited 
to an ambitious accountant or 
business professional who can 
combine experience in 
investment appraisal techniques 
with knowledge of financing 
structures. Experience of working 


HARRISON 

WILLIS 


^HW 
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Chatham's School of Music 



North East 


The Company* 

Autonomous and highly profitable, this building products manufacturer is a £30 fruition 
turnover subsidiary of a large, successful pic. Market driven and committed to world 
class manufacturing principles they have made significant capital investment to ensure 
that the growth potential of new and existing markets is maximised. 


Essex 


£ 45,000 + 20 % 
Performance Bonus 


The Role 

Appointed to the board, you will work dosety with the Managing Director and play a key 
role in the strategic development of the company. Managing the finance. IT, purchasing 
and human resources functions, key objectives will include: 

• Developing management information and promoting financial awareness 
throughout the business 

• Organisational review to ensure that projected growth targets will be achieved 

• Improving the quality of costing information within a fast changing environment and 
providing the financial input to the commercial decision making process 


+ FE Car 


+ Pension 
+ Healthcare 


The Appointee 

• Professionally qualified, you can demonstrate a successful career track record, 
including experience or knowledge of world class manufacturing principles. 

• Self-motivated, pro-active and a team player you are able to instigate and 
manage change. 

■ Commercially astute, you combine strategic vision with a “hands on" management style. 


+ PHI 


To apply please write enclosing your CV and current salary details to our 
recruitment advisor, Nicola Bridges, Hays Accountancy Personnel, 
36 Museum Street. Ipswich. Suffolk. IP1 1JQ. Tel: 01473 215068. 
Fax: 01473 232738. e-mailrtonic9globsinet.co.uk 



Havs Accountanc 




Director of Finance 

and Company Secretary 


Bursar 


c.£35,000 


Manchester 


Chetham's School of Music, located in the heart 
of Manchester, Is renowned as one of the 
foremost specialist schools for musically gifted 
pupils. Around 90% of our students board during 
term time. The school also provides the academic 
education for the choristers of Manchester 
Cathedral. The present Bursar is due to retire and 
we are looking for a successor. 


team of staff and an established computer 
information system. 


Interested applicants should be qualified 
accountants with the knowledge to handle the 
computerised systems. Experience in a similar 
position is preferred. Further details are available 
on request. 


The focus of the role is to manage the day TO day 
financial affairs of the School, liaising between 
parents and the DFEE. There is a need to provide 
historic accounts of performance and future 
forecast of income and liabilities. Working closely 
with the Headmaster and the Director of Music, 
the Bursar is responsible for the management 
and implementation of the development plan for 
property and plant. There is a small supporting 


Applicants should write to The Headmaster, 
Chetham's School of Music, Long Mitigate, 
Manchester M3 1SB enclosing a CV and the 
names of three referees. Contact may be made 
by e-mai to HufiahP@aoLcom 
Applications should arrive no 
later than 16 December 1997. 

Interviews will be held on 
13 January 1998. 




Civil Engineering Contractor 


Camberley 


A RARE OPPORTUNITY TO PIN A VERY SUCCESSFUL COMPANY WORKING IN THE UK AND INTERNATIONALLY 


EXCELLENT SALARY AND BENEFITS 


THE COMPANY 


THE POSITION 


QUALIFICATIONS 


I Edmund Nuctall, established in 1863, 
has a turnover in ercesc of £2G0m and 
is an operating company of the £3.7bn 
European construction group, HBG, 
Hollandsche Bet on Groep nv 


I Repotting to the Managing Director 


I Qualified accountant, ideally with degree 


! Responsible for all aspects of financial 
management and control 


I Background in construction 
essential 


I The Company plans to achieve 
controlled profitable growth 


■ Company Secretarial responsibilities 

■ Assistance in merges and acquisitions 


! Exposure CO overseas contracting 


Responsible tor meaner) aaj information 
technology 


I Working knowledge of Jomt ventures 
and/or partnerships 


1 The Company's bisines sectors include; technology 
maritime; transportation; water H j 

tunnelling; land rehabilitation; reafury 

mdixtrial and general civil engineering. ■ Investment analysis. 


I Experience of financial engineering, 
including PF1/DBRY 


I Hard working team member. 


Please apply in strictest confidence in weiring, a CV, to Graham D. Medcroft, 

Director, Human Resources. Edmund Nuttall limited. St James House, Knoll Road, 
Cambcdey, Surrey GU15 3XW. 


r nuttall 


WE ARE AN EQUAL OPPORTUNITIES EMPLOYER. 


I 


SENIOR TAX ADVISOR 


{National 

inhwfn P ro— i 


l 


City To £55,000 + Car 
+ Banking Benefits 


National Austrafia Group Europe Lid is one of the largest and most successful banking groups in the World, 
employing over 45,000 people in more than 2,000 branches and business outlets Worldwide. European 
operations Include the Clydesdale, Ybricshlre, Northern and National Irish Banks. 


Reporting to the European Head of Tax, an exceptional opportunity has arisen to Join their Taxation 
advisory team in this project-driven role which win encompass the following: 


• Evaluation of tax based structures and their suitabiRy for the groupi 


• Pro-active tax advice on transactkxis/products within Corp orate Banking, Capital Markets, s freraafoed 
Finance and Traastry. 


The successful cancfidate, probably aged in your 301s wil be a qualified accountant with strong UK and 
International tax experience and wffl have a demonstrable track record in completing cross border transactions. 


E 


Strong communication skils ana essential as is the abSty to liaise effectively with senior management 

For further detafis contact Jane Braithwaite at Douglas Uambias Associates on 0171 420 8000 
{evenings/weekends 0976 964932) or Fax: 0171 379 4820. E-maH: info@1larnbias.co.uk or write to 
Douglas Uambias Associates PLC, 10 Bedford Street, London WC2E 9HE. Applications sent direct to 
National Australia Group Europe Ltd will be forwarded to DLA 


DLAl 


DOUGLAS LLAMBIAS ASSOCIATES 


RECRUITMENT CONSULTANTS 


DLA 



Ou dierfis a successful food company wftieft operate tiirou^KMt 
Itie UK. Profitable and wBh a tienover of approximately £50m 
itay have anHtkius plans lor dnamulk: future growth and dm to 
become a major player In their mortal. To ccptiatlse on titer 
Investment Itiey ore seeking to appoint a Rnanctol Director to ' 

bod the company to flotation te KM 1 998. 


Wortdng closely with the Chief Executive and faking an active 
role in managing the powth of the company, you wfll ensure 
Aral systems, controls and procedures ore in place to enable 
father npofttion of the business. You win also be IwavHy 
involved In front-end negdtattons with extend a d v isors to 

ensure flte successful flotation In the near tlAie. 


career to date. As a graduate wttii experience gained from a 
*Big 6* flrm. your commerdJti exposure wtfl have been ot 
board level; either os a finance director or ino corporate 
fimmee advisory rota; where you have developed yow 
presentation and Influencing stab. This is not a role tor the 
faint hearted as you irifl need to possess high levels of drive, 
energy and comriteenL to addition to an attractive 
remuneration package you wfll be rewarded with generous 
stock options. 


To succeed to tills challenging yet demsidlng role you wfll need 
to be obta to demonstrate a track record of aettievement In yw 


Please send fun personal and career details. Including currant 
remuneration level and daytime telephone number to NeOHodlW 
Coopers & Lybrond Executive Resourcing Ltd, Harmon House. 

1 George Street Uxbridge, Middlesex UB8 loa, quoting 
reference NH652 on both envelope and letter. /. 
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IT Appointments 


INVESTMENT BANKING 


C++/MATHS 

. SQOK - &50K + BONUS + BENS 

Ocrivaihrs Research and Development group of this Gl obal 
Uadlog Investment Bank seeks a Programmer with strong 
mathematical s k ill s. Acting as an interface between IT and 
the Quantitative T eam , you win build pricing models, and 

provide analysis and design expertise A fins or 2.1 degree is 
essential coupled with a minimum of 18 months Of 
expertise. Good opportunities to develop your quantitative 
and financial product knowledge. 

ISTT/C++/SQL SERVER 
&30K-&50K + BONUS + BENS 

Senior Developers required for mission critical 
development based on fbe Equities floor of this tra ding 
European investment Bank. A minimum of 12 months 
C++/SQL Server experience is essential, coupled with 
strong communication skills and some knowledge of 
Investment Banking This is a wonderful opportunity to join 
an equities team at a ti me of significant expansion. Rapid 
career growth for the right candidates. 

VISUAL BASICS/SOI/MATHS 

£35K - &45K + BONUS + BENS 
World leading Investment Bank seeks Financial Engineers 
with strong programming and numerical You will 
assist with the modelling of F.X. volatility's and the 
quantitative analysis of historic and implied volatility's 
between currencies. You will also develop models to 
improve risk management. Strong numerical, programming 
and communication skills arc absolutely essential. 


STOCHASTIC CALCULUS 

£40K-£60K + BONUS + BENS 

Premier Investment Bank seeks a Quantitative Analyst with 
a first-class educational background and a good understanding 
of Stochastic Calculus. You wDl provide research Cor 
Derivatives Traders, build and design pricing tools and 
provide risk analysis. Outstanding opportunities for top 
quality candidates who seek new and exciting challenges. 

FIXED INCOME ANALYTICS 

£40K- £60K + BONUS + BENS 
Fixed Income Research and Development group of |||h 
Global Leading Bank seeks Financial Engineers and 
Quantitative Analysts who possess strong mathematical and 
financial skills. Liaising with Traders and Senior Quantitative 
Experts, you wiB build analytics tools and risk analysis for 
the Traders. A PhD. or financial qualification is essential 
coupled with good programming skills. 

EQUITY DERIVATIVES 

&5OK.-&10OK 

Pre-eminent US investment Bank seeks a PROJECT 
MANAGER With significant front office experience and a 
good understanding of client server technology. Strong 
Equities knowledge is a must as you will be required collator 
between the business and technology. A strong educational 
background coupled with extensive project management 
experience is essential. A FRONT OFFICE DEVELOPER with 
strong VBA/EXCEL and numerical skills is also required, 
situated on the trading floor, you wfl] provide technical and 
business, solutions to traders 2nd sales people. 


The people the City turn to first. 

Maqy of our cSonts stao offer Contract oppoitunitias requiring the above sktts. 

This is just a smafl selection of the quality positions we hava available. lb discuss your options call Paul Wifcins on 0171 287 2525 
or tax your CV to us on 01 71 287 9688. Or aSematfvely. please write m U6 al ARC Recndmoit, 15-1 6 New Burtnptxi Street, London W1X IFF. 

E-mtft 8 rc@iilobs.ca 1 A 


For further information on the FTIT section 
please call Mark Cunnington on +44 171 873 3761 



AS nw Of Europe's kwling banting nut broking mcriniriwfl j OQT 
Cticnl has ao enviable reputation far Investment Research, 
especially within the Equities Market. Due id of then 

team they now re q uir e two Quantitative Analysis to Mark widna 
the Equity Strategy group deve l op ing ntath e nab cal models far 
pric&gofUKaitf nueaubmlcqniba. Yoa win ibo he expected 
to provide virions numictf mfoauiioo on an ad-faoc basis who 
re q uir ed. You wiB be a graduate with a mathrmaiiral. physics, 
stthsda or econometrics degree. ideally wtib a yeas' experience 
in the Cby mntfccti. Proven experience of Java, C++ or Visa*! 
Bank a highly desirable. This is an reduction program fur new 
people awxporatmg the appropriate fimncial mattes comes. 


BUSINESS ANALYST 
DOCKLANDS 

TO £40.000 + BANK BENEFITS 


Our b one of Europe's mod prestifdoas utfuaioet 

covering Money Markets. FX. Securities and investment 
man a grn ienL As pan of a pl anned expansion program they are now 
looking to recroh baseness analysts with 2-3 yeats business analysis 
experience gritted in a banking or financial coosultmg groups Areas 
of experience should cover Treasury, Sec uri ti es and Financial 
AomonHa g. The rule wiD include re quirem ent cvahuuxm. project 
planning and testing and the mqdesnentatiou of all phases of project 
development. You wiD be of graduate calibre and protubly co m e 
from a t echnietf background using client server and refanoosl 
database technologie s . Yon wtU be self motivated and have proven 
communication and presentation alalia. Long term career 
o pportu ni ties are exec gent as is the chance to travel mother offices 
world-wide. 


Our Cbm is a indy integrated mveanmu hanking orgamuDOO 
operata* globally across a wide raqgr of financial marten. Then 
gnxtpuide strategy ineoiponiesin^wdevelopnxiitiaaois treasury 
products, taiawt rale < le» i« fh«s, » a ciirific i nod e gnitl c v Won a 
massive cmiuiannnit to IT systems they are current!) looking far 
ncrp t iiva l people with s proven record in Project detecry md 
Objra Orientated Systems, RDBMS (especially Sybase aal Sequel 
Server) and the breadth of mtndsei to conquebend the cnqpfeubei of 
Ac systems rtqmrcd to (bive these pn^ocu to a suxessful 
coodmien. Ideally you wiB hare a numrraie dcgrecc and • 
buekgreusd in the Cny trading markets hum wuhu utvesunent 
baking, nanagemeat consuhanry or a Sytreanffroduq atppbft. 


DERIVATIVE ANALYST DEVELOPER 
CITY BASED 

TO £40-60.000 + BENEFITS 


we are a highly ptoapna Investment banking, broking and 
commodities trading (inn providing the fuD range of activitw 
«"rin th qp Equity Haring, Capital Markets. SecwUKs. Corporate 
Finance and Fond Management. Then Baed income traJmg group 
qrri a liwc g in a Hide range of devriopamm including Exotics and 
FXOptiona p rodncta are taofcmg for THREE aomfyadJevetopctaH-hn 
wiD be wodung closely with the Quratnurer group nrqAnmnng 
pnang models and vakroni tochnupm m a C and C++ aruvtvuneal. 
You should be able to d e monstrate a sound knowledge of Final 
Income, Equates, FX or ether uaocitfnl tkmanvc marker pnlvco 
gamed m tidier another investmrot banking or Cny mfarae product 
suppber. Proven expmrnor of C or C++ is essential. Sybase nib a 
tngjhK dctinUc. kkaUya9athutc,yuuwdllum;Z-4yt»apcwKC 
and be Sootang far a move huo ok of the mew uamwve aud 
suacrarfid hnuuueui horses world-wife. 


For further information on these and oiher positions please contact Rod 
Mackenzie at Zarak Group Technology on 0171-523 3720. Fax on 
0171-523 3722 (01279-725683 evenings and weekends) or write to him 
at 37 Sun Street, London EC2M 2PY. E-mail Huarfami+ftvgtT wiKro nh 


Z G T 


ZARAK GROUP 

ITECHNOLOGY 
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Consider this... 


nuttal! 



ADVISOR 


Group Head of IT 

Delivering Technical Excellence on a Global Stage 


Southern Home Counties 


£ Excellent Package 


Oar client is an international electronics group with interests in all areas of the world, particularly Europe, Asia 
and die Americas. With a turnover in excess of £500 million, healthy profits and a dear strategy for growth, 
there is currently a requirement for an outstanding individual to facilitate the implementation of best practice 
IT solutions across die group and within the opera ting companies. 


THE POSITION 

* Work with the group management board and 
divisional heads to establish IT strategies which 
deliver competitive advantage. 

• Manage the delivery of individual projects such as 
worldwide communications and integrated 
manufacturing solutions. 

• Identify/establish centres-of-excellence 
throughout the group and enable the sharing of 
local capabilities. 

* Directly manage head office IT staff and provide 
thought-leadership and mentoring to staff around 
the world. 


QUALIFICATIONS 

• Experience gained in an internation. 1 . multi -site 
manufacturing environment, with broad technical 
knowledge and practical project management 
skills. 

• A strong commercial awareness will be 
coupled with die interpersonal skills required 
to influence at all levels within a complex 
organisation. 

■ The ability to deal with the cultural issues 
associated with mufti-national orga n i s a ti ons is 
essential and French or German language skills 
would be an advantage. 


Interested candidates should write enclosing full career details, current salary and where possible a daytime 
telephone number to John Anderton at Questor International, 3 Burlington Gardens, London WlX 1LE. 
Fax 0171 287 5457- E-mail joihn@questorint^com. Please quote reference 2345- 


► QH 


QUESTOR INTERNATIONAL 


Leading Investment Bank 

European Technology Manager 

Injfrastructiire/ Fixed Income 


SIX FIGURE PACK AGH, CITY 


Pre-eminent and highly regarded investment 
bank. Leader in global finance and investment. 
Represented in 33 countries by more than 
15,000 employees. 

The European Fixed-Income business is die 
bank's laigcst business unit and is a dear leader 
in this field. Technology is a key business driver 
and its effective deployment h critical for 
continued success in this market. 

THE POSITION 

• Develop and implement infrastructure plan 
for. the European Fixed-income Group. 

• Identify and articulate business requirements. . 
Plan, scope, prioritise and initiate projects. 


SA1NTY Hird 

dc 

PARTNERS 



• Manage vendors. Implement and monitor SLAs. 

• Control substantial budgets. Establish strong 
relationships with business managers. 

QUALIFICATIONS 

• Outstanding IT manager with demonstrable 
business flair combined with technology 
expertise. 

• Graduate calibre. Thorough knowledge of 
investment banking gained In a banking or 

. management consultancy environment Fixed 
income experience ideal. 

• first-dass communication skills. High levels 
of drive, energy and enthusiasm. Credible at 
all levels. 


Flcaac send a fan e* and current cahry 
drafli, quot ing wfan m 971 1 17(1% to 
SHF Awdaiest Akfenwy House, 
10-15 Quota SUM, London EC4N DX 
Tefc 0171 «I5 3888. fine 0171 815 6800. 


Development Managers 


to £120,000 + Benefits 


London 


Our client eryoya an enviable reputation as one of tbe world's leading investment banks, lb sustain and accelerate the 
momentum befit by their s uc c e ss fu l trading performance,- they are determined to attract and develop business-oriented 
technologists with drive and vision. They are currently seeking to recruit hands-on Development Managers possessing 
appropriate development, prqject management and man-management skills to turn co mm itment into reality. 

The roles an to join a specialist team working on systems, architecture and technology delivery to specific business areas. 
Reporting directly to the Head ofTIi you wiD be tasked with the ownership and delivery ofburinessoriented projects, providing 
both a centre of technical excellence and sponsorship combined with the commercial mind -act to deliver competitive advantage 
to tbe organisation. 

It is likely that your experience will have been gained in a software house or consultancy environment You mil have a proven 
track record in systems delivery and an in-depth hands-on underst and i n g of the development Kfo-cydc. The group has a 3-tier 
technical environment deploying Microsoft technology against a Sybase back-end. It is preferable that you have demonstrable 
experience in these areas . In addition, a history of somefany of the following will be advantageous: C++; OO; real-time 
development; Corba; Java; HTML; Internet skills; NEON; transaction processing; third-party applications. Key to these roles in 
your track reamd of project and man-management, as well as developed communication skills which allow you to work in tandem 
with users to propose and deliver relevant solutions. 

Previous Rnanrial markets experience is oT particular interest to our client - especially if you have delivered Money MarkeU/FX 
or interest rate derivatives systems. However, if you can demonstrate significant experience as above and arc committed to take 
time to leani about finsncisl maricets business issues, you wiD be of equal interest to the organisation. 

For farther information about these roles, please contact Karen Higgins, quoting reference KHFT223, on 
0171 247 7444. Alternatively, send yotzr CV to McGregor BoyaH Associates, 114 Middlesex Street, L on don El 7JH- 
Faxr 0171 247 7475. Email; khiggins C m c g regor-boyaILco»ak or visit our web-site at wwwjmcgregur-boyulLco.uk 


McGresfor ■ Rovall 

O A- 


lh liiM|w»\ vKvii.m for Hi:.uio,il M.irkc 


Risk Management and 
Derivatives Specialists 


Business Analysts and Consultants 


Our chent b b £k growing niche pbycr u the Dcrimivn and Risk 
Management Market. It provides business comukancy and technical 
ufatuas to riw hanking and finance sector globally. The tremendous 
antes and growth of die company has mated in the creation of a 
□umber of excefienr opportunities and thereto rr the need to kJendfr 
key unhvichuh do join dus dynamic onpmnnoa. 

These pontoons will involve working with the risk management and 
derivative trading areas of major banking mammons, joahrang and 
defining their buanwv requirements and recommending and delivering 
appropriate solution!. 

You will have worked lor a hank, closely involved with she risk 
management or derivative trading tuncDon. Your current rapoontahriev 
unhide supporting the busnes tcduikaSy, providing modelling and 
pnemg support or developing and g n p to r tiT—vc rovb and system* far 
managing risk. 


You will have at leas 2-3 years' experience m one of the following areax 

• Derivatives including Swaps and Options 

• Equity Derivatives 
■ Market Risk 

• Credit Risk 

You wiB be well qualified academically and have good interpersonal 
vkdb with the abifiiy to communicate cfoctively at all Lewis. A high 
degree of profeMwnahan and enthusuan with a defivery-onnued 
approach b nseodaL 

These potmen* wjfl be well rewarded and may involve mcnuDonal 
travel This is a good opportunity to jom a young growing organisation 
with excellent career poramal 


If you are able to meet these challenges and have the qtwli da a: id experience to reafisr these career opportunities, 
plrue send your CV to: Abus Summer*, quoting reference FT12B1, be S&H Pjw— W- g Limited, Lloyds Avenue 
House, 6 Uoyds Avenue, London ECJN 3 AX. IhL (017! j 481 117L Eanafl - SHCon+olCjhioLrom 

Speeiohsl Remmentfor the Banking oni finance Scrtor aid die Supplier! to that Sean: 
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IT Appointments 




Training and Development Consultants 


Central London 


Excellent Package 


Our cSert fe experianang major growth within the trance sector and wishes to raaiA business practifortecs 
who have the ablity to pass their kncMrfedge on to others and cftect change in tKs demandng business sector. 
Strong project management, constancy and conmurication skfis ob therefore a itusl Appfcants shculd 
came 1 mm the totowng business areas and be abb to demonstr a te a broad level of exposure wtthin th^r 
chosen market segments 

• insurance 

• Investment Banking 

• RetaSBankrtg 

Additionaly our cfient e keen to recruit people with working knowledge of the impacts and opportunities 
presented by Economic & Monetary Union. 

The assignments wB vary from managing corporate awareness & ccxrirnunlcatiori programmes, training 
operational people wtthin si organisation through to educating senior Managers and Board Members. 
Candidates should therefore be confident, credible and happy when operating at all levels within a 


company. "They may also be required to help implement change management programmes (torn the HR 
perspective and need to be strong (senators with the potential to develop into change leaders. 

As we# as experience in the above sectors candidates shexid also be able to demonstrate: 

• FT and PC literacy 

• Mobility 

• P m fesaio ret sm 

• Wngia as to work hard to get results 

• Abfity to work effectively within a team environmen t and on an IhdMduai basis 

These opporturtities wfl involve some travel both In the UK and world -wide. Positions are open to 
permanent and contract professionals- Packages offered reflect the skis, experience and attitudes of 
the people required. 

For these and ruxnervvs other excite opportune pieaseemaS your CV and fuScteaSs of your current 
rote and remweratfon package. 


Gbtei IT Search & 
Selection e 
committed to 
offemg canefidatea 
and clients a 
service based on 
urgency efficiency 
and attention to 
detail. Our 

professional 
approach Is rapiefly 
making us the first 
choice amongst 
candidates and 
dents withm the IT 
recruitment 
business. 


(Ti 


A Ol«V«l Companj 


Tat 0171 478 1383 
Fa3C 0171 734 3983 
Mobiles 0467 824338 
emaSt «eaitS w l MUlu nO I > ttitii i » ie t , c oni 


If you are interested in top IT opportunities and no trauma erttw caH me. Bah man Farzad, or send me an email & I'D call you. 
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Want a Better One? 
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www.mcgregor-boyall.co.uk 


PROJECT MANAGER / ANALYST 


.»*!***. 


Midas-Kapiti 


INTERNATIONAL 


Midas Kapiti International is tie world leader in banking solutions, 
with an unrivalled history of international growth and progress ive, 
dynamic development. Today, their innovative and leading edge 
products and services are used in 90 countries by over 1,000 
financial institutions, including 84% of the world's leading banks. 
This impressive list of clients is supported locally through a network 
of 24 mtenuitional branches. 

As demand for the company’s products and services continues to grow, 
they have a need for dynamic software professionals to help keep their 
produets apace with the constantly changing market requirements. 
The company is looking to recruit a number of individuals with 
Banking or financial backgrounds to undertake development work 
on die company's leading banking product, MIDAS. 


The division is responsible Cor the develo pm ent, 
maintenance and roll-out of the ‘core' Midas back 
office banking products, and these Individuals 
wifl be resp on sible for 

■ Developing major solutions for their clients 
through the hill project life cycle, including 
analysis, design and full implementation. 

• Liaising with many areas of the business 
i ncl udi n g the product mutter i n g team and 
the banking consultants to ensure aD new 
developments are meeting the demanding 
market retpurancnls. 

* Providing site support where necesary in 
a consultancy /educational capacity. 


Successful candidates 


« Telephone: 
0171 4W a 


0171 419 0231/ 0232 


Fax: 

0171 813 4055 


E-mail: 

JohOk—sd—cMk 


You will have two of the following: 

* Strong feustacss analysis skills gamed within 
the b a nking en vi ro nm e nt 

* Proven system design skills within an 
AS40Q/KFG environment 

* EsceOe m project mauageroent skflfa. 


To apply for this position, or for a more detailed discussion, please 
contact: John Hunt or James Turner @ DRAX DEARMAN 
ASSOCIATES, Charlotte House, 14 Windmill Street. London W1P2DY 
Tel: 0171 209 1000 (quoting reference FT0146) 


DEARMAN 

ASSOCIATES 


AN FSS GROUP COMPANY 
Consultants in International IT Search 8 Sele c tion 


Search & Selection 


IT 

Consultants 


London, 
Birmingham 
or Manchester 


Substantial 
package & 
benefits 


At Hoggea Bowers we have achieved outstanding success. Our success has been built on the 
commitment and performance of our people together with the powerful partnerships we have built 
with our clients. As part of our continuing growth we wish to attract exceptional individuals to join 
our spedatist sector teams. Your objectives, which derive from our corporate goals, will be to: 

• Provide our clients with the highest quality recruitment services 

• Achieve high levels of repeat business 

• Work both independently and as part of a multifunctional team 

• Sustain continuous improvement as an individual and in your contribution to yourteam and the 
Company 

Your background should be in Information Systems, Ibchnology or Electronics m either a Sales or 
a Consultancy role. Candidates should have an excellent academic background and be able to 
demonstrate a progressive record of achievement to date. 

We offer you significant investment in your training and personal development, unlimited earnings 
potential, and excellent career prospects both in the UK and overseas. 

interested candidates should write with full CV, quoting current rewards package to Cindy Irvine, 
Hoggett Bowers. 7-9 Bream’s Buildings, Chancery Lane, London EC4A 1 DY. Teh 0171 430 9000. 
Fax: 0171 405 5995, quoting ref HCI/14414/FT 


Hoggett Bowers 


Executive Search & Selection 


© o 


mSIUHNOHI 
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Forthcoming Financial Times Surveys 


Information Systems Manager 
Investment Management 

Excellent Salary + Benefits Central London 





Our client is an established investment manager within one of rhi t v* Urges* financial services 
groups, employing some 2000 people in the UK and overseas. The pet. manages a range of funds 
for both individual and corporate investors. They have long recognised the importance of bcxh the 
IT and the investment businesses working together, and therefore, this important new management 
role has been created to strengthen the team, in readiness for the ifttroductii nj of new and improved 
services to support planned business growth. 

Current technology is based on a powerful PC LAN. connected to the group WAN. Client-server 
systems using relational databases are being developed to interface with existing package and 
customised applications. The longer term technical strategy is currently under review and (he 
appointee can expect to be involved in its development and implementation. 

Reporting at board level, the IS Manager will be responsible for all aspects of information systems 
and technology for the investment management business, including development, Operations and 
support functions. The role offers the opportunity to lead the development and implementation of 
systems and technology strategies, aligned with the business strategy. 

You will have IT management experience in an investment or.*-, gemera organisation, providing you 
with a good understanding of the modem investment business, coupled with ideas on how to drive 
business improvement through the use of technology excellent leadership and presentation qualities 
will be essential for the success of the role. 


FT-IT Review of 
Information Technology 

1998 . 


The Financial Times plans to publish FT-IT on the following dates in 

1998. 


AINSWORTH 
& ASSOCIATES 


Please write with a lull CV, to Megen Muller at 
Ainsworth dL AssncuAs. 3 Onega Gate, 
Greenland Lock, London SE10 IPR. 
Telephone n.-|-W2 Fox: 0171-252 3074. 


Wednesday January 7. 

Wednesday February 4 
Wednesday March 4 
For more information, please contact: 
Nadine Howarth on Tel: +44 171 873 4129 
or Katharine Morton on Tel: +44 171 873 3746 


or Fax: +44 171 873 3062 


FT Surveys 


or your usual Financial Times representative 
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j *™” -* * ‘ "lega te d iavegroea braking grg xmmi o n opcraring acmg a wide range of financial mgfcas. Their grorywide Brttggy 

mMTjoto mqi or develqxnents acron treasury products. interest we dtrtvaOve*, seamdes and eqmties. They now imniie* MARKET RISK 
MANXES 10 head a team of between 20-25 technology sp e dahsa based in Loodoo and New York » man ore and ractmor mote risk for 
u* equity oenvatrvra fmxftOD. 

You wiH have an ewrtimt quantitative background with a degree in MnttenaiSa w another numerate dw^ pfinr . poaSMy a PhD. Proves 
experience m rnanugmg a Cfik management team within an equity or feted income ecvirotanenl is Evalcafioo o/markariskaraiegfes 

_^ abfa “ “ ^ ?*** Fogtamuing skills (C or C++) needed to develop pricing models and valuation icchmqua. The positioa 
4I*o require sorao travel between London and New Yodc.Tlns is a high profile role offering a unique opportunity » join a Duly global 
player where yow ability rad ex perien c e wiH be recognised awl substantially rewarded. 


RISK MANAGEMENT SPECIALIST 
PRODUCT CONSULTANCY 
TO £55,000 + BENEFITS 


As nmfcets are beco ming more global, finan c ial and coipujue insmotjoc* need more powerful m o g to nxaritcr rule. Our cliem is a 
soppEcr of products and oo fari oa s to ihth a nkmg and trading martrr*. As pan of their they now require TWO risk management 

speciiiKtts who -win provide cheat support, including product inqderoanatjcc. user naming, troobteshooting. problem-solving for sophisticated 
from -office and -risk management software for large banks, cotpo mium and institutional invessn. 

Tho role coven all elements of the fte/Pnst sales and Consultancy life-cycle with extensive liaison with diems and finaadal cxi meeting coops 
to specify.dcvclqp and rm p ten eni analytical models for evahaiioo and risk analysis. 

Ideally yen wflf be a graduate with a Mathematics, Science or Economic* degree and have a minimum of 4 yeare in a Gwpocate Ttosnry, 
Coounetml Banking or Risk Management Software censtflatncy. Yba will be able to deroct u oi a ? fiat data verbal and writtea presentation 
sldlls as yuo wiD be dealing with corporate treasurers, finance tfirectos and main board directors. 


m- 


For further information on these and other positions please 
contact Rod Mackenzie at-Zarak Group Technology on 0171- 
523 3720. Fax on 0171-523 3721 (01279-725683 evenings and 
weekends) or write to him at 37 San Street, London EC2M2PY. 
E-mail rmackexme^zgtjzzihxojik 
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ZARAK GROUP 
:TECHNOLOGY 


gsei: 


sis.’ Business Analyst — Systems Performance 

Wiltshire, c£30,000 + benefits 

Add value to 

our global business 



Despite being )ust a year old. Lucent Technologies is an 
aggressively commercial organisation with a world-wide 
turnover of £26 bilhon. Our research and development 
arm, Bell Laboratories, has led the telecoms industry 
for 125 years and we aim to be the world leader m the 
design, development and deltvery of Global Systems for 
Hobtle Communications (GSM) technology. 

We have ambitious plans to increase our GSM division's 
revenues dramatically over the next four years With 
L300 people tn the global GSM organisation, the need 
for strong central control over resources and finances 
is paramount. As pan of the global Business Suppon 
function, you will be hatsing closely with GSM business 
users and our central IT resource to ensure IT systems 
and services meet requirements and deliver added 
value. This will involve assessing and improving the use 
of IT throughout GSM so we can exploit it effectively- As 
the focal point for budgeting, charging and 
performance issues, your key challenges will be to 
develop a thorough understanding of our business and 
to control IT spending tn this gtobal environment. 

Your strong analytical skills will be combined with 
knowledge of systems performance issues and an 
appreciation of how they affect business users. The drive 


and vision to shape this new role and the ability to 
influence business systems decisions through sound 
commercial arguments will be invaluable. You will be an 
articulate, mature and well -organised professional with 

the perception so identify areas for improvement and the 
confidence TO implement change m a multi-site business 
environment Whether your background is m business 
analysis, finance or the delivery of IT services, you will 
need to take a broad view of your work and understand 
the commercial implicaitons involved m your decisions. 

In return, we can otter a competitive salary, performance 
bonus. 25 days* holiday, pension, life assurance and full 
relocation assistance if necessary You will also enjoy 
some international travel 

To apply, please write with your CV and salary details, 
quoting reference LD312FK. to our advising consultants. 
Goodman Graham. 8 Beaumont Gate. Shenley Hill, 

Rad leu. Herts WD7 7AR Fax 01923 854791 E mail 
good man grahamOgga co uk For more ml ormahon, 
see our web page: www lucent co uk 


Lucent Technoiogtas 

Bel) Labs Innovations 
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‘Long on Quality’ 




! I I CTION 



IT Operations Manager 


Prestigious Financial Institution 

To £75,000 + Benefits , 


London 


Highly influential role in dynamic and successful IT team. 

THE COMPANY 

_ , . . . . ♦ Design and implement -solid change management and control 

♦ International ["vestment management gmup. Global presence - procure. Develop and exceed global SLAs. Maintain strong 

managing SIOWBon. rttadoreWp* wtdi worldwide IT Imogen. 

♦ Investment advisory end portfolio administration. Over 400 + „ infrastructure with due consideration to operational 

employees In nine countries. ... ... 

♦ H frfr p mp-ennre aninxteiowarxbfr.fciv««yinl^^ QUAURCATIONS 

TTfEROLE ^ Cx periencad IT oparadons p i l*— I n rel wtrt i 

♦ Maximise business benefit through effective management of IT co m p lex, global Unfec a n vfi ua nent tor mbs! 

infrssiTUcaire^Provlifa operational Input to strangle prefects. Ocfiver + ,^p th trf dlentHrerver t 

firswace service to encAosers. Novel Strategic planner. Strong ieader md 

♦ Lead and develop highly professional operations team. Manage ^ Proactive, dynamic and astute. Custom' 

atecansial budget, comn e ad u dons sidBs. Able tp na enrtne aff 


QUAURCATIONS 

♦ Experienced IT operations pnAsaional whh prowl success in msnagl^ 
co m p lex, global llnbc w n di ua pent for mission critical systems. 

♦ In-depth understanding of dlont -server technology, Unix. NT and 
NoveL Strategic planner. Sraig leadar and modvnor. 

♦ Proactive, dynamic and astute. Customer focused with sxceBent 
ommudeations sMOs. Able to nagodare affactiraly at all levels. 


Phase send fuH cv. seating salary, ref 3MT704A/FT. to NBS, 7 Shaftesbury Court, CHahrey P«Ht, Slough SLI 2ER 

Free 01 753 776748 Tel 01753 73*633 

Aberdeen • BkrrW^om’ BrEtd'Cardefi- Cky-EdMxx^-Gbsgaw^,^^. Leeds • London • Manchester • Rariett ■ Scwgi - t'kekVl - Parts 


NB Selection 


A BNB Resources pfc company 


NBS 


Technology 


BO 9002 Registered 
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to Read Computing offming our 
protection from the costa incurred when a 

experienced employee Is absent or injured due _ 

an accident that occurred during their lebure time. 
From today, the permanent employees you take on 
through Reed Computing Search are now covered far. 
12 months free of charge, as vdB every future employee 
' you recruit through us. 

.J For a more detailed explanation of the cover 
call the H.R Protection Helpline on- - 
•! :.:^l . 0990502 302. 




REED 

COMPUTING 

-( AlvC H 




reedcQmguting.co.u 
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The FT iT 


Recruitment section 


is also available 


all week on 


www.FT.com 


IT 


Accounting Resources 


■ Recruitment Specialists ■ 

The 1st choice for accountants with strong systems skills 

Please contact: 

I.T.A.R, Litton House, Saville Road, Peterborough PE3 7PR 
Tel: 01733 765215 Fax: 01733 22665 


INTERNATIONAL BANKING, IT & FINANCE 

Developers C, C++, Sybase. Swaps & Options. 40-60k 
ISDA Lawyers 50-60k 
Qualified AC A + IT experience 40-60k 
Trader Support Analyst (Excel etc) 30-45k 
Programmer with 1 yr Visual Basic, Access, C++ 18-25k 

Campion International Recruitment Consultants, Africa House, 64/7S Kingsway, London WC2B 6AH 
Tel: +44 (0)171 831 6600 Fax: +44 (0)171 831 6622 CampIon@camcoLdemoiLeo.uk 
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As Bonus Time Approaches ... 


Leading Financial 
Services Group 


IT REVIEW 


Central London 


to £50,000 
+ car + benefits 


This is no stereotype computer audit role. Organic 
growth, substantial acquisitions, new business launches, 
major restructuring and business process re-engineering 
create the stimulating scenario for this appointment - 
the opportunity to make a real impact 
Playing a key role in a highly regarded team at the centre of 
fhiR prestigious group, varied assignments will include high 
level risk and control assessments and project man agement 
reviews throughout the substantial businesses. With a 
minimum of routine, emphasis will be on constructive 
reports and TB cnrnmonHgri rins based on incisive analysis. 

Preferably aged c27/35, applicants should have a computer 
audit or systems / project management background. With 
exposure at the highest level, initiative and strong 
communication and reporting skills are essential. 

A very competitive remuneration package will be offered 
and with the team's well proven record of promotion 
into the group, scope for career progression is extensive. 


Please write, enclosing a career/salary history and 
daytime telephone number, to David Tod BSc FCA 
quoting refere n ce D/322/F. 


As an Investment bankers wig be Mwtc, the Itadw seaso n also prefigures B a nkin g Bonus time- Now Is the time for 
cartful appraisal qf your value to yonr eprimha. TOUyoor p e rfo r iWti S* Urfs year b* u w w t k d ? A** yea keen for 
new e h a lW n g cB and rcapo nri MH rica ? If you are dissatisfied, or merely inquisitive about yoor market value, now is a 
perfect opportunity to conduct personal doe cBHganee on opportunities elsewhere and exploit o«r knowledge m market 
professionals. 


IT I Media M&A 

£60,000 + Benefits + Bonus 


Specialised Finance 

£40,000-£100,000 + Bonus 


Our dient, as investmeai bank, nip ranking in global league 
tables is determined to find motivated committed 
professionals of only the highest calibre. To satisfy rtvjr. 
stringent requirements, yon most have 


• A first class professional qualification or analyst training from 
a top tier iomuneot bank 

• A genuine commitment co/or record is e mer gen t 
technologies and/or the com m uni cations industry 

• SnlM M&A experience fat ori gina ti o n transaction 

• A Pan-Earopean outlook (second language highly desirable) 


i hK u i genuine tn coohne analysis m iih *th rfy 

field* co ma ct 




You win be exposed to the complete deal hfecyde ensuring the 
development of enduring relationships. 

If you fed that you qualify, you would be well advised to join 
one of the key global groups in these thriving sectors. 

If you are interested in the above opportunity or would like 
assistance is other sectors at an levels of Lead Advisory M&A, 
call us for discrete and professional market advice. 


Due to increasing business levels, a number of top investment 
banks arc flcetong suitable candidates for rewarding roles within 
die following areas: 

Project Finance 

Proven fintmrial nwxidHng experience, natural problem idving 
ability and exneDenx skills are req uit ed to join 

this highly respected, flourishing team. This position can offer 
grw< m nrarinn ea p omie and unrivalled eareeff p ro gr e ssio n. 

Acquisition Finance 

A background in structuring, experien ce in structured debt 
products, and the ability to manage are required by this newly 
restruct ure d dynamic department. This c areer 

o p port uni ty demands a rornmirred team player and self starter. 

Structured. Finance 

Tins high profile team is looking for an experienced finance 
arranger, able to provide sophisticated tax advice to the bank's 
rfienra and capable of marketing die services of structured 
finance to p rospective clients. Good business acrnni-n and 
relationship purMpmwff skill, are required. 

For further derails about these and other roles within 
Specialised Finance, please call us. 


For further information on the FTIT section 
please call Chris Ibbotson on +44 171 873 3351 


Contact: Susan Norey or Anumda Late Contact: Sarah MeBersh or Andrew OUoer 


16 - 18 New Bridge Street, London EC4V 6AU BADENOCH &.CLARK 
Teh 0171 583 0073 Fax: 0171 353 3908 recruitment specialists 



Risk Specialist 

Credit/Market Risk Managment 
To £100,000 London 


The rewards on offer reflect the status of this role and, 
once your presence is established, there will be opportunity 
to develop your own team and have a significant Impact In 
the growth of our business. 

If you can provide the vision, commitment and drive to 
help grow our business, we would like to hear from you. 




Managing global risk is a key issue for financial organisations 
across the world. At CMC, our unique range of risk management 
products and services deliver remarkable results. We need a 
high calibre and entrepreneurial professional with drive and 
dear vision to assist the development of this strategic area of 
our business. 

Join us and you’ll be part of a well established IT Consultancy 
that works For many of Europe^ top S00 organisations. We are 
growing rapidly ■ and our success »s built on only recruiting 
people who can grow at the same rate. 

To meet the considerable challenge offered by this position, 
you will need a banking or consultancy background, along with 
a sound business and operational understanding of risk 
management. Highly refined inter-personal skills will be vital 
as you will need to work closely with existing and new 
clients and will be key player in our ambitious programme of 
business development. 


For more information, please contact Claire Gidney on 
0500 S 1 6 1-51 anytime during business hours or' speak to- 
our Managment team directly between between . . 

6pm and 9pm on Wednesday 3 Decembec 

Alternatively, write to . / 

CMC Limited, (ref: BK FT 0372) FREEPOST SW4 7 17. 
London SW1H 9Y2. e-maib retro rtmem^ongplcxonL 
Vitn oar *c*nx or WW— o»wfcnw far fm it mr c an tre tvon mtKt <eth CMC. 


CMC. Telford House. Tothill Street, St James* Park, London SWIH9NB. 



The FT IT 




Recruitment section 


is also available 


all week on 




www.FT.com 


INVESTMENT ACCOUNTANT/ANALYST 

GROWING LIFE COMPANY 


CITY 


This leading, highly innovative life insurance group, has invested heavily in improving 
ito !>Vbt«nt> and controls. As a consequence the organisation is well positioned for a 
period of rapid growth. 

In preparation for this a new role has been created reporting to the Group Financial 
Controller to oversee die continued development of the Investment Accounting area. In 
particular the Introduction of Icon and associated systems along with die training of 
necessary support and administrative resources. These developments will require this 


individual to define procedures and Ittise with internal svstems groups. 

The successful candidate should have the following qualities: 

• qualified accountant with at least three years post qualification experience 

• a proven understanding of investment processes 

■ a sound grounding In I.T. terminology and concepts 

• a positive attitude to embracing new concepts 

■ the ability to critically appraise the existing methodology and processes 


TO £50,000 + BENEFITS 

In return this senior position offers highly competitive reward structure and the 
.opportunity to consolidate change within an open, progressive corporate culture. 

Interested candidates should contact David Chancellor or Richard Parnell 
in the first instance at Robert Walters Associates, 10 Bedford Street, 
London, WC2E 9HB- Telephone 0171 379 3333 (fax 0171 915 *7X4) or 
Bnofl: davidx h a n cr no r^robertwalicrsxom 

AH applications wjll be treated in the strictest Confidence. 


ROBERT WALTERS ASSOCIATES 


http:/ /www.robertwalters.cora 
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